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PART  737— NAVY  PROCUREMENT 
DIRECTIVES 

Tlie  Navy  Procurement  Directives. 
1974  Edition.  (NAVMAT  P-4202)  is  pub¬ 
lished  by  the  Chief  of  Naval  Material  in 
accordance  with  the  policies  and  direc¬ 
tions  of  the  Assistant  Secretary  of  the 
NavT  (Installations  and  Logistics)  pur¬ 
suant  to  the  authority  contained  in  Sec¬ 
retary  of  the  Navy  Insti’uction  4200.29  of 
August  3. 1973. 

The  Navy  Procurement  Directives 
supplements,  within  the  Department  of 
the  Navy,  the  provisions  of  the  Armed 
Service  Procurement  Regulations  (32 
CFR,  Subchapter  A) . 

The  Navy  Procurement  Directives, 
1974  Edition,  which  superseded  the  1966 
Edition  as  revised  through  Revision  No. 

13  of  October  1973,  was  issued  on  April  30, 
1974,  and  became  effective  at  all  appli¬ 
cable  echelons  upon  receipt.  This  Part 
737  of  Title  32.  Code  of  Federal  Regula¬ 
tions,  contains  the  Navy  Procurement  Di¬ 
rectives,  1974  Edition,  as  revised  through 
Revision  No.  2  of  September  30,  1974. 

Navy  procuring  activities  should  direct 
inquiries  concerning  comments  as  to  ad¬ 
ditions,  deletions,  or  corrections,  to  the 
Chief  of  Naval  Material  (MAT  021), 
Navy  Department,  Washington,  D.C. 
20360.  Under  the  provisions  of  Section 
353(a)  (1)  of  Title  5,  United  States  Code, 
the  Navy  Procurement  Directives  are  ex¬ 
empt  from  public  rule-making  proce¬ 
dures. 

PART  737— NAVY  PROCUREMENT 
DIRECTIVES,  1974  EDITION 

Subpart  A — Genera!  Provisions 

Sec. 

737.1- 100  Introduction. 

737.1- 101  Purpose  of  NPD. 

737.1- 102  Applicability  of  NPD. 

737.1- 103  Arrangement  of  NPD. 

737.1- 103-1  Arrangement. 

737  1-105  Amendment  of  Regulation.^ 

737.1- 105  1  Recommended  changes  to 

NPD  and  ASPR. 

737.1- 105-2  Amendment  of  NPD. 

737  1-105-3  USEUCOM  Supplement  to 

A.SPR 

737  1-107  Distribution  of  ASPR  and 

NPD  Materials. 

737  1-108  Publications  of  the  military 

departments. 

737  1- 109  Deviations  from  this  regula¬ 

tion  and  Department  of 
Defense  publications  gov¬ 
erning  procurement. 

737.1- 109-  1  Applicability. 

737  1  109  2  Deviations  from  ASPR  and 

other  DuD  (publications 
affecting  one  contract  or 
transaction) . 

7.s7  1-109-3  Deviations  from  ASPR  and 

other  DoD  publications  af¬ 
fecting  more  than  one  con¬ 
tract  or  contractor. 

-  737  1-109  4  Deviations  required  by  Gov¬ 
ernment  -  to  -  Government 
agreements. 

737  1-109  .5  Requests  for  approval  of  pro¬ 

posed  deviations. 


Sec. 

737.1- 109-60  Deviations  from  the  NPD  and 

other  departmental  publi¬ 
cations. 

737.1- 109-51  Deviations  from  maximum  fee 

limitations. 

737.1- 109-52  Deviations  involving  patents, 

copyrights,  and  technical 
data. 

737.1- 109-58  Other  deviations  from  the 

mandatory  provisions  of 
ASPR,  IX>D  directives,  NPD 
and  other  departmental 
publications. 

737.1- 109-54  Contents  of  proposed  devia¬ 

tions. 

737.1- 109-55  Control  of  deviations. 

737.1- 111  Reports  of  suspected  crimi¬ 

nal  conduct  and  noncom¬ 
petitive  practices,  kick- 
backs.  and  other  procure¬ 
ment  Irregularities. 

737  1-111-50  Fraud  in  connection  with 
procurement  and  property 
disposal. 

737.1- 111-51  Reports  under  the  gratuities 

clause. 

737.1- 113  Standards  of  Conduct. 

737.1- 113-2  Organizational  conflicts  of 

interest. 

737.1- 200  Definitions  of  terms. 

737.1- 201  Definitions. 

737.1- 300  General  policies 

737.1- 302  Sources  of  supplies  and  serv¬ 

ices. 

737.1- 302  2  Proposal  evaluation  and 

source  selection. 

737.1- 320  Industrial  security. 

737.1- 321  Warning  notation  on  classi¬ 

fied  matter  distributed  to 
Industry. 

737.1- 322  Disposal  of  classified  data 

furnished  to  contractors. 

737  1  -323  Publication  by  contractors  of 

financial  data  invoicing  se¬ 
curity  information. 

737  1-350  Scheduling  of  procurement. 

737  1-350-1  Minimum  obligation  of 

funds. 

737.1- 350-2  Adequate  procurement  lead 

time. 

737.1- 351  Preparation  and  distribution 

of  contractual  documents. 

737.1- 351-2  Referencing  publicatlon.s  In 

contractual  documents. 

737.1- 351-5  Copies  of  contracts  requested 

in  Navy  MIPR's. 

737  1-351-7  Notification  to  field  contract 

administrator  of  the  identi¬ 
fication  of  the  organiza¬ 
tional  unit  or  code  within 
the  contracting  activity  re¬ 
sponsible  for  contract  ad¬ 
ministration  functlon.s. 

737.1- 351  9  Delivery  .status  information 

on  procurements  for  the 
II, P  (International  Logis¬ 
tics  Program). 

737  1-352  Limitation  on  contract 

amendments  for  new  pro¬ 
curement. 

737  1-361  Commercial  advertising  by 

Navy  contractors 

737  1-362  Purcha.se  of  liquid  carbon 

dioxide. 

737  1-363  Participation!  by  naval  plant 

representative  offices  (NAV 
PROS)  and  supervisors  of 
shipbuilding,  conversion 
and  repair  (SUPSHIPS)  In 
REP  preparation,  evalua¬ 
tion  of  proposals  and  source 
selection. 

737.1- 400  Procurement  responsibility 

and  authority, 

737.1- 401  Responsibility  of  procuring 

activities. 

737.1- 401-51  Responsibility  of  the  Naved 

Supply  Sy.stems  Command. 


Sec. 

737.1- 401-52  Responsibility  of  Office  of 

Naval  Research  for  research 
contracts  with  educational 
and  nonprofit  institutions.- 

737.1- 401-53  Naval  Facilities  Engineering 

Command  (NAVFACENO 
COM)  cognizance  public 
works  and  civil  works. 

737.1- 401-54  Responsibilities  under  coor¬ 

dinated  procurement. 

737.1- 401-56  Contractor  claims;  policies 

and  procedures. 

737.1- 401-56  Contractor  appeals  to  the 

armed  services  board  of  - 
contract  appeals  (ASBCA); 
policies  and  procedures. 

737.1- 401-57  -  Navy  claims  against  the  con¬ 

tractor. 

737.1- 403  Requirements  to  be  met  be¬ 

fore  entering  Into  con¬ 
tracts. 

737.1- 403-50  Bxislne.ss  clearance 

737.1- 403-51  Business  clearance  require¬ 

ments. 

737.1- 403-52  Content  of  business  clearance 

memoranda. 

737.1- 403-53  Business  clearance  memo¬ 

randa  numbering  instruc¬ 
tions. 

737.1- 403-54  Utilization  of  headquarters 

Naval  Material  Command 
files. 

737.1- 403-55  Legal  approval  of  contracts 

by  the  Office  of  the  CJeneral 
Counsel. 

•  737.1-403-56  Tuition  for  civilian  employee 
training. 

737.1- 403-57  Prior  approval  of  contracts 

for  management  engineer¬ 
ing  organization  and  man¬ 
agement-type  surveys  and 
studies. 

737.1- 403-60  Reports  after  execution  of 

small  business  partial  set- 
asides. 

737.1- 403-61  Reports  after  execution  of 

advertised  contracts. 

737.1- 405  Selection,  appointment,  and 

termination  of  appoint¬ 
ment  of  contracting  offi¬ 
cers. 

737.1- 405-50  General. 

737.1- 405-51  Contracting  authority  of 

head,  coordinated  negotia¬ 
tion  stall  (MAT02D) .head¬ 
quarters,  Naval  Material 
Command. 

737.1- 406  C  o  1!  t  r  a  c  t  admhiistration 

functions. 

737  1-406-50  Responsibilities  of  the  naval 
plant  repre.sentatlve  offices 
(NAVPROs)  and  supervi¬ 
sors  or  shipbuilding,  con- 
ver.^ion  and  repair  (SUP 
SHIPS) . 

737.1  ^07  Functions  of  defense  contract 

audit  agency  (DGAA)  of- 
,  flees. 

737.1- 408  Relationships — DCAA  ’and 

purchasing  and  contract 
administration  offices. 

737.1- 450  Tlie  Assistant  Secretary  of 

the  Navy  (l&L). 

737.1- 451  Headquarters  Naval  Material 

Command. 

737.1- 451-1  Authority  and  re.sprmslblUty 

of  the  Chief  of  Naval  Mate¬ 
rial. 

737.1- 451-2  Organization  and  functions 

of  the  headquarters  Naval 
Material  Command. 

737.1- 451-3  Procurement  policy  advisoiy 

group. 

737.1- 452  Office  of  the  General  Coun¬ 

sel  for  the  Department  of 
the  Navy;  legal  services  in 
the  field  of  business  and 
commercial  law. 
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Sec. 

737.1- 452-1  Legal  aproval  of  contracts. 

737.1- 454  Responsibilities  of  the  Navy 

publication  and  printing 
service  (NPPS). 

737.1- 600  Debarment,  Ineligibility,  and 

suspension. 

737.1- 601  Establishment  and  mainte¬ 

nance  of  records  and  lists 
of  firms  or  individuals 
debarred,  ineligible  or  sus¬ 
pended. 

737.1- 601-3  Joint  consolidated  list  of  de¬ 

barred,  ineligible  and  sus¬ 
pended  contractors. 

737.1- 603  Grounds  for  listing  and 

treatment  to  be  accorded 
listed  concerns. 

737.1- 604  Administrative  debarment  of 

firms  or  Individuals  (Type 
A). 

737.1- 605  Suspension  of  firm  or  indi¬ 

vidual. 

737.1- 700  Small  busine-ss  concern. 

737.1- 702  General  policy. 

737.1- 702-50  Dis.semination  of  listings  of 

commodities  and  services 
purchased  by  Navy  activi' 
ties. 

737.1- 704  Small  business  officials. 

737.1- 704-50  Council  of  small  business 

specialists, 

737.1- 706  Set-asides. 

737.1- 706-1  Documentation  of  small  busi¬ 

ness  set-aside  action. 

737.1- 706-5  Total  set-a-sides. 

737.1- 707  Subcontracting  with  small 

business  concerns. 

737.1- 707-4  Responsibility  for  reviewing 

subcontracting  program. 

737.1- 900  Responsible  prospective  con¬ 

tractors. 

737.1- 950  Navy  contractor  e,xperience 

list. 

737.1- 1000  Publicizing  procurement  ac¬ 

tions. 

737.1- 1002  Dissemination  of  informa¬ 

tion  relating  to  invitation 
for  bids  and  requests  for 
proposals. 

737.1- 1002-6  Paid  advertisements  in  news¬ 

papers  and  trade  journals. 

737.1- 1002-50  Announcement  of  new  ma¬ 

jor  system-project  pro¬ 
curement. 

737.1- 1004  Announcements  of  contracts 

valued  at  $1,000,000  or 
more. 

737.1- 1007  Public  release  of  long-range 

procurement  estimates. 

737.1- 1100  Qualified  products. 

737.1- 1102  Respon-slbillty  for  qualifica¬ 

tion. 

737.1- 1104  Availability  of  lists. 

737.1- 1109  Inadequate  competition. 

737.1- 1500  Options. 

737.1- 1504  Establishment  of  procedure 

to  Insure  timely  exercise 
,  of  contract  options. 

737.1- 1900  First  article  approval. 

737.1- 1902  Placement  of  additional  pro¬ 

curements  prior  to  first  ar¬ 
ticle  approval  of  the  same 
item  under  a  previous  con¬ 
tract. 

737.1- 2100  Advance  procurement  plan¬ 

ning. 

737.1- 2100-1  General.  *' 

737.1- 2110-2  Applicability. 

737.1- 2100  3  Initiation  of  advance  pro¬ 

curement  planning. 

737.1- 2110-4  Responsibility  for  prepara¬ 

tion. 

737.1- 210.0-5  Approval. 

737.1- 2101  Guidelines  for  development 

of  advance  procurement 
plan. 

737.1- 2101-1  Establishment  of  cut-oflP 

dates. 


Sec. 

737.1- 2101-2  Classification  of  APPs. 

737.1- 2101-3  Execution  of  advance  pro¬ 

curement  plans. 

737.1- 2101-4  Sample  format. 

Subpart  B — Procurement  by  Formal  Advertising 

737.2- 100  Use  of  formal  advertising. 

737.2- 103  General  requirements  for  for¬ 

mal  advertising. 

737.2- 200  Solicitation  of  bids. 

737.2- 203  Methods  of  soliciting  bids. 

737.2- 203-1  Mailing  or  delivering  to  pros¬ 

pective  bidders. 

737.2-  300  Submission  of  bids. 

737.2- 303  Late  bids. 

737.2- 303-2  Consideration  for  award. 

737.2  -305  Late  modification  and  with¬ 

drawals. 

737.2- 400  Opening  of  bids  and  award  of 

contract. 

737.2-  404  Rejection  of  bids. 

737.2- 404-2  Rejection  of  lndlvid»ial  bids. 

7372-406  Mistakes  in  bids. 

737.2  406-3  Other  mistakes. 

737.2  407  Award. 

737.2- 407-6  Equal  low  bids. 

737.2- 407-9  Protests  against  award. 

737  2  450  Procedures  for  requesting  de¬ 
cisions  from  the  Comptrol¬ 
ler  General  prior  to  con¬ 
tract  award. 

Subpart  C — Procurement  by  Negotiation 

737.3- 200  Circumstances  permitting  ne¬ 

gotiation. 

737.3- 201  ..  National  emergency. 

737.3- 201-50  Memorandum  for  file. 

737.8-202  Public  exigency. 

737.3- 202-3  Limitation. 

737.3- 205  Services  of  edudcational  in¬ 

stitutions. 

737.3- 205-3  Limitation. 

737.3  207  Medicines  or  medical  supplies. 

737.3- 207-3  Limitation. 

737.3- 208  Supplies  purchased  for  au¬ 

thorized  resale. 

737.3- 208-3  Limitation. 

737  3-210  Supplies  or  services  for  which 

it  is  impracticable  to  secure 
competition  by  formal  ad¬ 
vertising. 

737.3  210-3  Limitation. 

737.3- 211  Experimental,  developmental. 

or  research  work . 

737.2- 211-3  Limitation 

737.3- 212  Classified  purchases 

737.3- 212-3  .  Limitation. 

737.3- 213  Technical  equipment  requir¬ 

ing  standardization  and 
interchangeability  of  parts. 

737.3- 213-3  Limitation. 

737.3- 214  Technical  or  specialized  sup¬ 

plies  requiring  substantial 
initial  Investment  or  ex¬ 
tended  period  of  prepara¬ 
tion  for  manufacture. 

737.3- 214-3  Limitation. 

737.3- 215  Negotiation  after  advertis¬ 

ing. 

737.3- 215-2  Limitation. 

737.3- 216  Purchases  in  the  interest  of 

of  national  defense  or  in¬ 
dustrial  mobilization. 

737.3- 216-3  Limitation. 

737.3- 217  Otherwise  authorized  by  law. 

737.3- 217-2  Application. 

737.3- 300  Determinations  and  findings. 

737.3- 303  Determinations  and  findings 

by  a  contracting  officer. 

737.3- 305  Forms  of  determinations  and 

findings. 

737.3- 305-50  General. 

737.3- 306  Procedure  with  respect  to  de¬ 

determinations  and  find¬ 
ings. 

737.3- 306-50  Definition  of  terms. 


Sec. 

737.3- 306-51  Submission  of  “Request  for 

Authority  to  Negotiate"  for  ’ 
Individual  purchase  or  con¬ 
tract. 

737.3- 306-52  Preparation  of  RAN-NAV- 

EXOS  form  2759. 

737.3- 306-53  Class  determinations  and 

findings  (CDF's) . 

737.3- 306-54  Additional  procedure  with 

re.spect  to  determinations 
and  findings  under  the 
standardization  pjogram. 

737  3-306-55  Documentation  of  files  for 

negotiation  under  EX¬ 

CEPTION  (10). 

737.3  400  Types  of  contracts. 

737.3- 408  Letter  contract. 

737.3- 409  Indefinite  delivery  type  con¬ 

tracts. 

737.3- 410  Other  types  of  agreements. 

737.3- 410-2  Basic  ordering  agreement. 

737.3- 500  Solicitations  of  proposai.s 

and  quotations. 

737.3  -507  Treatment  of  procurement 

Information. 

737.3- 507-50  Safeguarding  of  proposals 

and  quotations. 

737.3- 700  Negotiated  overheated  rates. 

737.3- 705  Procedure. 

737.3- 750  Method  of  Interim  payment. 

737.3- 800  Price  negotiation  policies  and 

techniques. 

,737.3-803  Type  of  contract. 

737.3- 807  Pricing  techniques. 

737.3- 807-3  Cost  or  pricing  data. 

737.3- 807-S  Review  and  evaluation  of 

subcontractor's  proposal  by 
field  contract  administra¬ 
tive  offices. 

737.3- 307-6  Refusal  to  provide  cost  or 

pricing  data. 

737.3- 807-10  Subcontracting  considera¬ 

tions  in  cost  analysis. 

737.3- 807-63  Substantiation  of  obstacles 

or  residual  inventory 
charges  in  pricing  and 
repricing  actions. 

737.3  807-65  Equitable  price  reductions 

for  failure  to  meet  con- 
toact  requirements. 

737.3- 807-56  Consideration  of  income  tax 

payments  in  defective 
pricing  adjustments. 

737.3- 811  Record  of  price  negotiation. 

737  3-1000  Contractor’s  weighted  aver¬ 

age  share  in  cost  rl.sk 
(CWAS). 

737.3- 1000-1  Scope  of  part. 

737.3- 1004  Application  of  CWAS. 

737.3- 1005  Procedures  for  determining  a 

contractor’s  weighted  av¬ 
erage  share  in  cost  risk. 

737.3- 1006  Reporting  procedure. 

737.3- 1007  Determination  and  verifica¬ 

tion. 

737.3- 1008  Maintenance  of  records 

737.3- 1050  Audit  services. 

737.3- 1051  CWAS  coordinating  group. 

737.3- 1100  Acquisition  of  automatic 

data  processing  equipment 

737.3- 1100-1  Contractor  acquisition  of  au¬ 

tomatic  data  processing 
equipment  (ADPE). 

737.3- 1100-2  Procedures  for  obtaining 

technical  Adp  assistance. 

737.3- 1200  Cost  accounting  standards 

737.3- 1203  Prime  contractor  disclosure 

stateinent(sl . 

737.3- 1206  Subcontractor  disclosure 

statements. 

737.3- 1211  Waiver  of  cost  accounting 

standards,  rules,  and  regu¬ 
lations. 

737.3- 1250  Navy  cost  accounting  stand¬ 

ards  (Navy-CAS)  board. 
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Subpart  D — Special  Types  and  Methods  of 
Procurement 


737.4-100 


Sec. 

737.0-503 


Procurement  of  research  and 
development. 

737.4- 111  Special  use  allowance  for  re¬ 

search  facUltlea  required 
by  educational  Institutions, 

737.4- 116  Government  property  tmder 

research  and  development 
contracts. 

737.4- 116-4  Transfer  of  title  to  equip¬ 

ment  to  nonprofit  educa¬ 
tional  or  research  institu¬ 
tions. 

737.4- 116-50  Transfer  of  title  under  re¬ 

search  grants. 

Subpart  E — Interdepartmental  and  Coordinated 
Procurement 


737.6- 600 

737.6- 603 


737.6-603-4 


737.6- 605-5 

737.6- 700 


737.6- 702 

737.6- 705 


737.5- 600 

737.5- 601 

737.6- 1100 

737.6- 1102 

737.5- 2000 

737.5- 2002 


737.5- 2003 

737.6- 2003-1 


737.5-2003-2 


737.5-2003-3 


737.5- 2004 

737.5- 2005 


737.5- 2100 

737.5- 2101 


Prociu-ement  of  printing  and 
related  supplies. 

Printing  and  related  supplies. 

Coordinated  procurement. 

Responsibilities  under  single 
procurement. 

Intra-Navy  procurement  as¬ 
signments. 

Responsibility  of  the  Naval 
Supply  Systems  Command 
for  conunon-use'  items 
listed  in  the  catalog  of 
Navy  material. 

Utility  services. 

Contracts  for  electric  power, 
gas,  water,  and  other  utili¬ 
ties. 

Utility  services  for  contrac,- 
tor-operated  activities  at 
Government-owned  facili¬ 
ties. 

Telephone  facilities  and  serv¬ 
ices. 

Realestate. 

Automotive,  construction, 
and  materials  handling 
equipment. 

Services  of  ships  and  crafts. 

Services  of  ships  and  crafts 
for  other  than  transporta¬ 
tion. 

Charter  party  agreements. 


737.5-2102 

Subpart  F — Foreign  Purchase 


737.6- 100 

737.6- 103 

737.6- 103-2 

737.6- 103-5 

737.6- 104 

737.6- 104^ 

737.6- 104-6 

737.6- 200 

737.6- 203 

737.6- 203-1 

737.6- 204 

737.6- 204-3 

737.6- 300 


737.6  304 
737.6-304-1 


737.6-400 


737.6- 402 

737.6- 500 


Buy  American  Act — supply 
and  service  contracta. 

Exceptions. 

Nonavailability  in  the  United 
States. 

Can.'^dlan  supplies. 

Procedures. 

Evaluation  of  bids  and  pro¬ 
posals. 

Contract  administration. 

Buy  American  Act — construc¬ 
tion  contracts. 

Exceptions. 

Nonavailability  in  the  United 
States. 

Procedures. 

Evaluation  of  bids  and  pro¬ 
posals. 

Appropriation  Act  restrictions 
on  procurement  of  foreign 
supplies. 

Procedures. 

Procurement  of  food,  cloth¬ 
ing,  woven  silk  and  woven 
silk  blends,  spun  sUk  yarn 
for  cartridge  cloth,  syn¬ 
thetic  fabric  or  coated  syn¬ 
thetic  fabric,  items  con¬ 
taining  mohair  or  cotton, 
or  speciality  metals. 

Purchases  from  soviet-con¬ 
trolled  areas. 

Exceptions. 

Canadian  purchases. 


Agreement  with  Department 
of  Defense  production 
(Canada) . 

Duty  and  customs. 

Emergency  purchases  of  war 
materials  abroad. 

Custom  entries  and  duty-free 
certificates. 

Immediate  release  permits. 
Military  assistance  program 
procurements. 

Determinations  and  ap¬ 
provals. 

United  States/ Australian  off¬ 
set  agreement  under  the 
foreign  military  sales 
(FMS)  program. 

Ganpral. 

Background. 

Contract  clause. 

Balance  of  payments  pro¬ 
gram. 

Procurement  limitations. 

Use  of  excess  United  States- 
owned  foreign  currencies 
for  payment  of  contracts  In 
foreign  countries. 
Government-to-  Government 
agreements  and  coordina¬ 
tion  with  overseas  com¬ 
mands. 

United  States/Axistrlalian 
contract  administration 
services  agreement. 
Coordination  with  overseas 
commands  and  activities 
procurement  in  Europe. 
Exemption  of  certain  con¬ 
tracts  with  foreign  contrac¬ 
tors  from  the  requirement 
for  an  examination  of  rec¬ 
ords  clause. 

Statutory  requirements. 
Requests  for  determinations 
and  findings. 

Use  of  United  States-owned 
foreign  currency  for  pay¬ 
ment  of  contracts. 

Awards. 

Awards  requiring  approval  by 
by  higher  authority. 

Subpart  G — Contract  Clauses 

737.7- 100  Clauses  for  fixed-price  supply 

contracts. 

737.7- 104  Clauses  to  be  used  when  ap¬ 

plicable. 

Excess  profit. 

Progress  payments. 

Invoicing  instructions  for 
multiple  destinations. 
Certificate  of  conference  op¬ 
tion  clause. 

Total  system  responsibility. 
Additional  clauses. 

Notice  of  shipments. 

Clause  for  reserve  pending  ex¬ 
ecution  of  release. 

Clauses  for  cost-reimburse¬ 
ment  type  supply  con¬ 
tracts. 

Required  clauses. 
Subcontracts. 

Clauses  to  be  used  when 
applicable. 

Invoicing  instructions  for 
multiple  destinations. 
Additional  clauses. 

Notice  of  shipments. 

Clauses  for  fixed-price 


737.7- 402 

737.7- 402-8 

737.7- 600 


Required  clauses. 

Subcontracts. 

Clauses  for  construction  and 
architect-engineer  con¬ 
tracts. 

Clause  to  be  used  when  ap¬ 
plicable. 

Clauses  for  letter  ctmtracts. 

Required  clauses, 

Definltization. 


737.6- 705-1 

737.6- 705-2 

737.6- 705-3 

737.6- 800 

737.6- 805-2 

737.6- 805-5 


737.6-900 


737.6-902 


737.6-903 


737.6-1000 


737.6- 1001 

737.6- 1003 


737.6-1100 


737.6- 1106 

737.6- 1106-3 


737.7- 104-11 

737.7- 104-501 

737.7- 104-502 

737.7- 104-504 

737.7- 104-505 

737.7- 105 

737.7- 105-4 

737.7- 150 

737.7- 200 


737.7- 203 

737.7- 203-8 

737.7- 204 

737.7- 204-50 

737.7- 205 

737.7- 205-51 

737.7- 300 

737.7- 304 

737.7- 400 


re¬ 
search  and  development 
contracts. 

Additional  clauses. 

Clauses  for  cost-reimburse¬ 
ment  type  research  and  de¬ 
velopment  contracts. 


787.7- 602 

737.7- 800 

737.7- 802 

737.7- 802-6 

Subpart  H — Termination  of  Contracts 

737.8- 700  Clauses. 

737.8- 750  Special  purpose  clauses. 

Subpart  I — Patents,  Data,  and  Copyrights 

737.9- 100  Patents. 

737.0-103  Patent  Indeminlflcation  of 

Government  by  contrac¬ 
tors. 

737.9- 103-1  Patent  indemnification  in  fa¬ 

cilities  contracts — commer¬ 
cial  status  predetermined. 

737.9- 107  Patent  rights  under  contracts 

for  research  and  develop¬ 
ment.  ► 

737.9- 107-50  Enforcement  of  reporting  re¬ 

quirements  of  patent  rights 
clauses. 

737.9- 109  Follow-up  of  patent  rights. 

737.9- 300  Foreign  license  and  technical 

assistance  agreements. 

737.9- 301  Technical  Information  for 

foreign  release  under  sec¬ 
tion  414  of  the  Mutual  Se- 
urity  Act  of  1954,  as 
amended  (22  U.3.C.  1934) 
and  under  the  Foreign  As¬ 
sistance  Act  of  1961  (22 
U.S.C.  2356). 

737.9- 400  Processing  licenses,  assign¬ 

ments,  and  infringement 
claims. 

737.9- 401  Reporting  of  patent,  trade¬ 

mark,  or  copyright  in¬ 
fringements. 

737.9- 413  Register  of  Government  In¬ 

terest  in  patents. 

Subpart  J — Bonds,  Insurance,  and 
Indemnification 

737.10- 100  Bonds. 

737.10- 112  Execution  and  administra¬ 

tion  of  bonds  and  consent.^ 
of  surety, 

737.10- 112-50  Bonds. 

737.10- 300  Insmance,  generaL 

737.10- 301  General. 

737.10- 301-50  Procedure  for  treating  claims 

by  third  persons  under 
Navy  contracts  providing 
for  assumption  of  risk  by 
the  Government. 

737.10- 301-51  Payment  of  amounts  duo 

contractors  upon  final  com¬ 
putation  of  Insurance 
under  Government-type 
retro.spective  rating  plan. 

737.10- 351  Authority  of  the  contract  in¬ 

surance  section,  procure¬ 
ment  policy  branch,  head¬ 
quarters  Naval  Material 
Command. 

737.10- 500  Insurance  under  cost-reim¬ 

bursements  type  contracts. 

737.10- 501  Policy. 

737.10- 501-50  Liability  of  subcontractors 

to  third  persons. 

737.10- 503-50  Government  property  l.i 

procession  of  subcontract¬ 
ors. 

737.10- 552“  Leases. 

737.10- 700  Indemnification  of  contrac¬ 

tors  and  subcontractors. 

737.10- 700.1  General. 

737.10- 701  Indemnification  under  re¬ 

search  and  development 
contracts. 
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737.10-702  Indemnification  under  other 
than  research  and  develop- 
raent  contracts  against  un- 
visually  hazardous  risks 
and  nuclear  risks  not  con¬ 
sidered  unusually  haz¬ 
ardous. 

Subpart  K — [Reserved] 

Subpart  L — Labor 

737.12- 100  Basic  labor  policies. 

737.12- 102  Overtime. 

737.12- 102-4  Approvals. 

737.12- 102-7  Construction  contracts. 

737.12- 102-50  Exceptions. 

737.12- 104  Meeting  manpower  require¬ 

ments. 

737.12- 104-50  Cont;:actor  defense  training 

and  manpower  utilization. 

737.12- 800  Equal  opportunity. 

737.12- 808  General  enforcement. 

737.12- 808-3  Pre-award  compliance  check 

of  non-exempt  contracts. 

Subpart  M — Government  Property 

737.13- 100  General. 

737.13- 102  Responsibility  and  liability 

for  Government  property. 

737.13- 102-1  Responsibility  of  prime  con¬ 

tractors  for  Government 
property. 

737.13- 102-2  Liability  of  subcontractors 

for  Government  property. 

737.13- 103  Furnishing  military  property. 

737.13- 103-61  Accounting  data  in  contracts 

Involving  Navy  stores  ac¬ 
count  material  in  contrac¬ 
tor’s  plants. 

737.13- 200  Material. 

737.13- 250  Government-furnished  petro¬ 

leum  products. 

737.13- 600  Administration  of  Govern¬ 

ment  production  and  re¬ 
search  property. 

737.13- 651  Research  and  development 

facilities. 

737  13-651-1  Requirement  for  review  by 
Navy  Research  Facilities 
Review  Board  of  change  in 
capacity  of  Government- 
owned-contrac  tor-operated 
research  and  development 
facilities. 

737.13- 652  Facilities. 

737.13- 700  Contract  clauses. 

737.13- 702  Government  property  ciau.se 

•  for  fixed-price  contracts. 

737.13- 702-50  Deviations  for  fixed-price 

(and  cost-re*mbureement) 
contracts. 

Subpart  N — [Reserved] 

Subpart  O — Contract  Cost  Principles  and 
Procedures 

737.16- 100  Applicability. 

737.16- 107  Advance  understandings  on 

particular  cost  items. 

737.15- 160  Negotiated  overhead  rates. 

737.15- 200  Principles  and  procedures  for 

use  in  cost-reimbursement 
type  supply  and  research 
^  contracts  with  commercial 

organization. 

737.15- 201  Basic  considerations. 

737.15- 201-3  Definition  of  reasonableness. 

737.15- 205  Selected  costs. 

737.15- 205-35  Research  and  development 

costs. 

737.16  205-50  Navy  IR&D  hearing  panel. 
Subpart  P — Procurement  Forms 

737.16- 200  Forms  for  negotiated  procvire- 

ments. 

737.16- 250  Cost  Incurred  on  contract 

(DDForm  1177). 

737.16  600  Special  contract  and  order 
form.s. 
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737.16- 501  Negotiated  utility  service  con¬ 

tract  forms. 

737.16- 601-1  Estimated  annual  cost  $2,500 

or  less  (Unregulated)  and 
$10,000  or  less  (Regulated). 
737.16  601-2  Estimated  annual  cost  over 
$2,500  (Unregulated)  and 
over  $10,000  (Regulated) . 

737.16- 601-50  .Forms  and  clauses  for  i^T-itten 

contracts. 

737.16- 800  Miscellaneous  forms. 

737.16- 812  Release  and  assignment 

forms. 

737.10-812-60  Standard  release  forms. 

737.16- 812-51  Modifications  in  assignment 

form  when  executed  by 
contractors  located  in  Cali¬ 
fornia. 

Subpart  ()— Extraordinary  Contractual  Actions  To 
Facilitate  the  National  Defense 

737.17- 200  Requests  for  contractual  ad¬ 

justment. 

737.17- 201  Authority  of  the  Secretary. 

737.17- 201-50  The  Secretary  of  the  Navy. 

737.17- 201-51  The  Chief  of  Naval  Material. 

737.17- 202  The  Navy  contract  adjust¬ 

ment  board. 

737.17- 203  Authority  of  other  officers 

and  officials. 

737.17- 208  Processing  cases. 

737.17- 208-1  Investigation. 

737.17- 208-2  Disposition  below  Secretarial 

level. 

737.17- 208-3  Cases  referred  to  the  Navy 

contract  adjustment  board. 

737.17- 208-5  Maintenance  of  records  and 

reporting  under  Part  17, 
Subpart  B. 

737.17- 208-6  Interdepartmental  coordina¬ 

tion. 

737.17- 300  Residual  powers. 

737.17- 301  Delegation  of  authority. 

737.17- 301-51  Transfer  of  sale  of  Govern¬ 

ment  property  to  contrac¬ 
tors  and  subcontractors. 

Subpart  R — [Reserved] 

Subpart  S — Transportation 

737.19- 200  Planning  and  solicitation. 

737.19- 204  Consignment  and  marking 

instructions. 

737.19- 204-1  Invoicing  instructlotis  for 

classified  contracts. 

737.19- 207  Mode  of  transportation. 

737.19  -207-1  Transportation  and  delivery 

requirements  for  classified 
procurements. 

737.16-300  BvaKiation  of  bids  and  pro¬ 

posals. 

737.19- 301  Transportation  rates  and  re¬ 

lated  costs. 

787.19- 3®1-1  Sources  of  transportation 

rates  and  related  costs. 

Subpart  T — Administrative  Matters 
737  20-700  Assignment  of  contract  ad¬ 

ministration. 

737.20- 702  Responsibilities. 

737.20- 702-3  Contract  administration  of¬ 

fice. 

737.20- 702-4  Project  manager  or  procuring 

activity. 

737.20- 702-6  Monitoring  contractor’s  costs. 

737.20- 702-6  Responsibilities  of  NAVPROs 

and  SUPSHIPs  for  allow¬ 
ability  of  costs  under  cost- 
reimbursement  type  con¬ 
tracts. 

737.28-706  Designation  of  the  disburs¬ 
ing  office. 

737.20- 706-50  Defense  contract  administra¬ 

tion  services  disbursing  of¬ 
fices. 

737.20- 706-61  Other  military  department 

.  department  disbursing  of¬ 

fices. 
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737.20- 706-52  Navy  disbursing  offices. 

737.20- 900  Corporate  administrative  con¬ 

tracting  officer  (CACO). 

737.20- 901  General. 

737.20- 904  Duties  and  responsibilities  of 

corporate  ACO. 

737.20- 905  Responsibilities  of  divisional 

ACO  (DACO). 

737.20- 906  Agreements. 

Subpart  U — Procurement  Management  Reporting 
System 

737.21- 100  Individual  procurement  ac¬ 

tion  report  (DD  Form  350) . 

737.21- 101  Preparation  of  DD  Form  360. 

737.21- 101-1  Coding  used  for  DD  Form 

360. 

Subpart  V — Service  Contracts 

737.22- 200  Procurement  of  expert  or  con¬ 

sultant  services. 

737.22- 200-1  Scope  of  part. 

737.22- 203  Policy. 

Subpart  W — Subcontracting  Policies  and 
Procedures 

737.23- 101-1  Review  of  contractors’  pro- 

.  curement  system. 

737.23- 101  Review  criteria. 

737.23- 101-1  Review  of  contractors’  pro¬ 

curement  sjrstems. 

737.23- 108  »urvelllance  of  the  contrac¬ 

tor’s  approved  procurement 
system. 

737.23- 108-1  Surveillance  of  subcontract¬ 

ing  operations. 

Subpart  X — Disposition  of  Personal  Property  in 
Possession  of  Contractors 

737.24- 200  Methods  of  disposal. 

737.24- 206  Screening  of  contractor  in¬ 

ventory. 

737.24- 205-7  Procurement  of  packing, 

crating,  and  handling 
(PC&H)  services. 

Subpart  Y — [Reserved] 

Subpart  Z — Contract  Modifications 

737.26- 100  Modification. 

737.26- 101  Pricing  of  contract  modifica¬ 

tions. 

737.26- 102  Execution  of  a  contract  modi¬ 

fication  releasing  excess 
funds. 

737.26- 103  Administration  of  contract  pro¬ 

visions  for  adjustment  of 
payment  and  limitation  on 
payments. 

737.26-  280  Negotiation  and  execution  of 

supplemental  agreements 
iesvted  pursuant  to  the 
changes  clause. 

737.26- 209  Responsibility  for  negotiation 

'  and  execution  of  equitable 
adjiutments. 

Subparts  AA  through  DD — [Reserved] 
Subpart  EE — Contract  Rnancmg 

737.31- 200  Guaranteed  loans. 

737.31- 201  Defense  contract  financing 

regulations. 

737.31- 202  Guaranteed  loans;  Navy  Im¬ 

plementation. 

737.31- 300  Advance  payments. 

737.31- 301  Defense  contract  financing 

regulations. 

737.31- 302  Cognizance  and  procedures 

for  advance  payments. 

737.31- 400  Progress  payment. 

737.31- 401  Defense  contract  financing 

regulations. 

737.31- 402  Procedures  for  progress  pay¬ 

ments. 

Subpart  FF — Fiscal 

737.32- 100  General. 

737.32- 101  CiHnprehensive  procedures. 
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737.32- 103  Ascertainment  and  collection 

ot  debts  owned  by  con¬ 
tractors;  deferred  pay¬ 
ments. 

737.32- 200  Obligation  of  funds. 

737.32- 201  Establishments  of  obligations 

under  available  funds. 

737.32- 203  Obligation  of  transportation 

costs  In  purchase  docu¬ 
ments. 

737.32- 203  Providing  adequate  procure¬ 

ment  lead  time  before  dead¬ 
line  dates  for  final  obliga¬ 
tion  of  funds. 

737.32- 300  Disbursing  and  accoimtlng 

requirements. 

737.32- 302  Submission  of  Invoices. 

737.32- 302—1  Progress  payment  billings 

and  billings  under  cost- 
type  contracts. 

737.32- 302-2  Disbursing  by  defense  con¬ 

tract  administration  serv¬ 
ices  regions  (DCASR) . 

737.32- 302-3  Disbursing  by  Navy  dlsbiu«- 

Ing  offices. 

737.32- 303  Invoicing  Instruction  for 

multiple  destination. 

737.32- 304  Accounting  with  appropria¬ 

tion  data. 

737.32- 400  Payment  to  contractors. 

737.32- 402  Releases  as  condition  prece¬ 

dent  to  final  payment. 

737.32- 403  Reporting  under  the  Vlnson- 

Trammell  Act  as  condition 
precedent  to  final  payment. 

737.32- 404  Administration  of  contract 

provisions  for  adjustment 
of  payments  and  limitation 
on  payments. 

Subpart  GG — Renegotiation  and  Vinson-Trammell 
Acts 

737.33- 200  Vinson-Trammell  Act. 

737.33- 201  Application,  exemptions,  and 

•  reporting  requirements. 

737.33- 202  Processing  of  reports. 

Authoritt  :  The  provisions  of  this  part  737 
are  Issued  by  the  Chief  of  Naval  Material 
under  R.S.  161,  5§  2202,  2301-2314,  70A  Stat. 
120,  127-133;  5  U.S.C.  §  301,  10  U.S.C.  5§  2202, 
2301-2314;  Armed  Services  Procurement  Reg¬ 
ulation  1-108,  32  CP.R.  I  1.108;  Secretary  of 
the  Navy  Instruction  4200.29  of  August  2, 
1973. 

Subpart  A — General  Provisions 
§  737.1—100  Introduction. 

§  737.1-101  Purpose  of  NPD. 

The  NPD  (Navy  Procurement  Direc¬ 
tives)  serves,  in  accordance  with  32 
C.P.R.  S  1.108,  (i)  to  supplement  the 
ASPR  (Armed  Services  Procurement 
Regulations)  (Subchapter  A  [Parts  1 
through  33]  of  this  Title  32)  and  other 
Department  of  Defense  publications  con¬ 
cerned  with  procurement,  and  (il)  to 
promulgate  at  the  Departmental  level 
policies  and  procedures  concerned  pri¬ 
marily  with  procurement  which  are  not 
covered  by  ASPR  or  other  DOD  publica¬ 
tions. 

§  737.1-102  Applicability  of  HPD. 

The  NPD  shall  apply  to  all  purchases 
and  contracts  within  and  outside  the 
United  States  made  by  Navy  purchasing 
and  contracting  activities  with  appropri¬ 
ated  funds  (including  available  contract 
authorizations),  except  as  otherwise 
specified  in  the  NPD  or  In  other  direc¬ 
tives. 

§  737.1—103  Arrangement  of  NPD. 


§  737.1—103—1  Arrangement. 

As  a  supplementary  directive  to  the 
ASPR,  the  NPD  is  basically  constructed 
in  the  same  format  as  ASPR.  However, 
where  there  are  no  corresponding  ASPR 
numbers,  NPD  subjects  are  generally 
confined  within  the  same  ASPR  Section 
or  Part,  as  appropriate.  It  will  be  noted 
that  gaps  exist  in  the  NPD  numbering 
system.  These  gaps  represent  ASPR 
paragraphs  which  are  not  implemented 
in  the  NPD. 

§  737.1—105  Amendment  of  Regulations. 

§  737.1—105—1  Recommended  Clianges 
to  NPD  and  ASPR. 

Procurement  personnel  at  all  levels, 
particularly  the  contracting  level,  are  in¬ 
vited  and  encouraged  to  submit  proposed 
changes  based  on  operating  experience, 
for  reducing  administrative  burden,  sim¬ 
plifying  and  standardizing  contract 
forms,  and  improving  contracting  pro¬ 
cedures  in  general.  Such  suggestions 
shall  be  submitted  via  the  cognizant 
Head  of  the  Procuring  Activity  to  the 
Chief  of  Naval  Material  (MAT  021)  for 
consideration  for  inclusion  in  the  NPD 
or  ASPR.  Recommendations  for  changes 
should  be  accompanied  by  a  proposed 
draft  of  the  revision  or  addition.  'Hiose 
suggestions  which  are  applicable  to  the 
other  Departments  will  be  forwarded  by 
the  Chief  of  Naval  Material  to  the  ASPR 
Committee  for  action,  via  the  Assistant 
Focretary  of  the  Navy  (I&L). 

§  737.1—105—2  Amendment  of  NPD. 

The  NPD  will  be  revised,  as  necessary, 
by  issuance  of  printed  loose-leaf  revisions 
published  periodically.  The  Chief  of 
Naval  Material  will  coordinate  with  the 
Chief  of  Naval  Operations  and  the  Com¬ 
mandant  of  the  Marine  Corps  all  pro¬ 
posed  NPD  changes  that  Involve  matters 
of  policy  or  significant  actions  affecting 
their  re.spective  areas  of  responsibility. 

§  737.1-10.5-3  IJSEUCOM  Supplement 
to  ASPR. 

(a)  In  the  consideration  of  pro¬ 
posed  additions  and  changes  to  the 
USEUCOM  Supplement  to  the  ASPR,  the 
representative  of  the  Department  of  the 
Navy  on  the  Offshore  Procurement  Policy 
Coordinating  Committee  (OSP-PCC) 
represents  all  purchasing  activities  of  the 
Department  of  the  NavT  located  In  the 
area  to  which  the  USEUCOM  Supple¬ 
ment  is  applicable.  Accordingly,  such 
Navy  representative  .shall  Inform  the 
Navy  purchasing  activities  concerned  of 
significant  proposed  additions  and 
changes  to  the  Supplement  and  afford 
them  an  opportunity  to  express  their 
views  thereon.  When  the  Navy  represent¬ 
ative  on  the  OSP-PCC  considers  that 
the  ASPR  Comm’ittee  should  consider 
any  dissenting  Navy  views  with  respect 
to  proposed  additions  or  changes  to  the 
USEUCOM  Supplement  that  are  con¬ 
curred  in  by  the  OSP-PCC,  he  shall  sub¬ 
mit  such  views  in  writing  to  the  Chair¬ 
man  of  the  OSP-PCC  with  the  request 
that  they  be  forwarded  to  the  ASPR 
Committee  with  the  proposed  additions 
and  changes. 


(b)  Legal  advice  and  assistance  In  con¬ 
nection  with  the  USEUCOM  Supplement 
and  other  OSP-PCC  matters  will  be  pro¬ 
vided  by  the  OCBce  of  the  Gleneral  Coun¬ 
sel.  European  Branch,  London. 

§  737.1—107  Distribution  of  ASPR  and 
NPD  Materials. 

(a)  IReservedl 

(b)  The  ASPR,  NPD  and  Revisions 
thereto  may  be  purchased  by  the  public 
on  a  subscription  basis  from  the  Super¬ 
intendent  of  Documents,  Attn:  Mail  List 
Section.  Government  Printing  OfiBce, 
Washington,  D.C.  20402.  In  addition,  the 
ASPR  Supplements  (ASPS)  and  ASPR 
Manual  (ASPM)  are  also  available  from 
the  Government  Printing  OfQce  at  a 
separate  cost. 

(c)  NPD  Revisions  are  effective  within 
the  Department  of  the  Navy  upon  receipt 
unless  otherwise  specified  in  individual 
NPD  Revision. 

§  737.1—108  Publirations  of  the  Mili¬ 
tary  Departnionts. 

(a)  The  Navy  Directives  Issuance  Sys¬ 
tem.  Although  tlie  NPD  is  the  basic  pro¬ 
curement  publication  Issued  at  the  De¬ 
partmental  level  for  the  Department  of 
the  Navy,  policies  and  procedures  per¬ 
taining  to  various  aspects  of  procurement 
and  related  matters  are  also  contained  in 
the  Navy  Directives  Issuance  System  and 
In  other  Departments  of  the  Navy  pub¬ 
lications.  Additional  information  sup¬ 
plementing  the  NPD  and  ASPR  are 
promulgated  by  instructions  and  notices 
in  accordance  with  the  Navy  Directives 
Issuance  System. 

(b)  Other  Navy  Publications.  In  addi¬ 
tion  to  the  NPD  and  the  Navy  Directives 
Issuance  System,  other  Navy  publica¬ 
tions,  as  listed  below,  provide  additional 
guidelines  to  procurement  personnel  in 
the  administration  of  Navy  procurement: 

(1)  NAVCOMPT  MANUAL  (NAVSO 
P-1000) .  A  manual  of  accounting  and  dis¬ 
bursing  procedures. 

(2)  Field  Purchasing  (NAVSUP  Pub¬ 
lication  467).  Publication  provides  pur¬ 
chasing  Information  and  instructions  ap¬ 
plicable  to  all  activities  of  the  Navy  Field 
Purchase  System.  It  also  contains  de¬ 
tailed  piolicies  and  procedures  for  small 
purchasing. 

(3)  Incentive  Contracting  Guide 
(NAVMAT  P-4283).  A  guide  to  Improve 
incentive  contract  structuring  and  ad¬ 
ministration  techniques.  It  provides 
guidelines  for  pricing  arrangement  and 
the  proper  selection  and  application  of 
various  contract  types. 

(4)  Navy  Contract  Law  (NAVEXOS 
P-1995).  A  volume,  originally  prepaj'ed 
as  part  of  the  Navy  Contract  Law  Course, 
containing  a  series  of  articles  affording 
background  Information  on  Navy  pro¬ 
curement  practices  and  organization  and 
covering  various  legal  aspects  of  pro¬ 
curement. 

(5)  Navy  Property  Redistribution  and 
Disposal  Regulations,  (i)  Navy  Personal 
Property  Disposal  Regulation  (NAVSUP 
Publication  488). 

(ii)  Navy  Facilities  Engineering  Com¬ 
mand  Publication  No.  73 — Real  Estate 
Administration. 
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(6)  Department  of  the  Navy  Publica¬ 
tions  and  Printing  Regulations  (NAVSO 
P-35).  This  publication,  Issued  on  w>- 
proval  by  the  Navy  Publications  and 
Printing  Policy  Committee,  interprets, 
implements,  and  supplements  the  laws 
pertaining  to  publications  and  printing. 
Regulations  of  the  Congressional  Joint 
Committee  on  Printing,  Bureau  of  the 
Budget  circular  letters,  and  decisions  of 
the  Comptroller  General,  and  provides 
mandatory  regulations  on  the  content, 
format,  preparation,  production,  pro¬ 
curement,  and  distribution  of  Depart¬ 
ment  of  the  Navy  publications  and  print¬ 
ing  and  related  equipment  and  supplies. 
(See  §  737.1-201(c)  (iv),  and  (vl).  Defi¬ 
nitions:  5  737.1-454,  Responsibilities  of 
the  NPPS;  §  737.5-601,  Procxurement  of 
Printing  and  Related  Supplies.) 

(c)  Publications  by  Procuring  Activi¬ 
ties.  (1)  Subject  to  the  provisions  of 
§  1.108,  procuring  activities  of  the 
Department  of  the  Navy  may  issue  pro¬ 
curement  directives,  instructions  and 
other  publications  to  supplement  ASPR, 
the  NPD  and  other  Departmental  publi¬ 
cations. 

(2)  Implementation  by  procuring  ac¬ 
tivities  shall  consist  of  providing  for  such 
delegations  of  authority  and  assignments 
of  responsibilities  and  only  such  other 
implementing  actions  as  are  essential  to 
the  procurement  operations  of  the  re¬ 
spective  procuring  activity.  In  areas 
which  are  not  fully  covered  by  ASPR  and 
the  NPD,  each  procuring  activity  may, 
consistent  with  the  provisions  of  ASPR, 
the  NPD  and  other  Department  of  De¬ 
fense  and  Departmental  publications, 
maintain  and  issue  such  policies  and  pro¬ 
cedures  as  are  necessary  for  the  efficient 
performance  of  procurement  operations. 

(3)  Procm-lng  activities  shall  include 
the  Chief  of  Naval  Material  (MAT  021) 
in  the  distribution  list  for  twO' copies  (in 
addition  to  normal  distribution)  of  all 
procurement  directives.  These  directives 
shall  include  instructions  and  notices  in 
the  Navy  Directives  Issuance  System,  as 
well  as  other  publications  of  a  directive 
nature  which  pertain  to  procurement. 

(4)  To  reduce  the  volume  of  regulatory 
material  Issued  at  the  procuring  activity 
level,  suggestions  should  be  made  to  the 
Chief  of  Naval  Material  (MAT  021)  as 
to  areas  where  policy  and  procedures  are 
now  lacking  and  which  would  be  bene¬ 
ficial  for  promulgation  at  the  Depart¬ 
mental  level. 

(d)  Defense  Contract  Administration 
Services  Publications.  Selected  publica¬ 
tions  issued  by  the  Defense  Contract  Ad¬ 
ministration  Services  (DC-AS) ,  Defense 
Supply  Agency,  governing  the  operations 
of  its  contract  administration  offices  are 
dLstrlbuted  to  major  purchasing  activi¬ 
ties,  contract  administration  offices,  and 
other  activities  Involved  in  the  acquisi¬ 
tion  of  supplies  and  .services  from  private 
industry.  These  publications  are  listed  in 
the  Navy  Stock  List  of  Publications  and 
Forms,  Section  12,  and  copies  are  avail¬ 
able  from  the  Naval  Publications  and 
Forms  Center,  Philadelphia,  Pa.  Recom¬ 
mendations  for  additions  or  deletions  to 
the  list  or  inquiries  concerning  their  dis- 


tributicm  should  be  addressed  to  the 
Chief  of  Naval  Material  (MAT  024) . 

§  737.1--109  Deviations  From  Hiis  Reg* 
Illation  and  Department  of  Defense 
Publications  Governing  Procurement. 

§  737.1-109-1  Applicability, 

The  provisions  of  §  1.109-1  defining 
deviations  from  ASPR  and  other  Depart¬ 
ment  of  Defense  publications  governing 
procurement  shall  apply  also  to  the  NPD 
and  other  Departmental  procurement 
regtUations  and  forms. 

§  737.1—109—2  Deviations  From  ASPR 
and  Other  DOD  (Publications  Af¬ 
fecting  One  (Contract  or  Trans¬ 
action). 

The  Chief  of  Naval  Material  is  author¬ 
ized  to  grant  or  deny  requests  for  devia¬ 
tion  from  the  mandatory  provisions  of 
ASPR  or  other  DOD  directives  when  the 
deviation  affects  only  one  contract  or  a 
single  transaction  in  connection  with  one 
contract.  Such  requests  may  be  included 
in  the  “Request  for  Authority  to  Nego¬ 
tiate  (RAN)  ”  when  a  Determination  and 
Findings  by  the  Secretary  is  required 
by  §  3.302.  The  approval  of  the  RAN  in 
such  cases  will  constitute  approval  of  the 
deviation.  The  RAN  shall  contain  all  the 
data  required  by  §  1.109-5.  Requests  for 
deviations  involving  technical  data  pro¬ 
visions  of  Part  9,  subpart  B,  shall  be 
processed  in  accordance  with  §  9.202-3 
(a) ;  see  also  §  737.1-109-52. 

§  737.1—109—3  Deviations  From  ASPR 
and  Other  DOD  Piihlirations  Affect¬ 
ing  More  Tlian  One  (]lontract  or 
(Contractor. 

Requests  for  deviations  from  ASPR 
and  DOD  directives  affecting  more  than 
one  contract  or  contractor  will  be  for¬ 
warded  by  tlie  Chief  of  Naval  Material 
for  approval  of  the  Assistant  Secretary 
of  Defense  (I&L) ,  via  the  Assistant  Sec¬ 
retary  of  the  Navy  (I&L) ,  or  the  Chief  of 
Naval  Material  may  deny  such  requests 
without  forwarding  the  same.  Approval 
by  the  Assistant  Secretary  of  Defense 
(I&L)  will  generally  be  sought  through 
the  unanimous  approval  of  the  ASPR 
Committee.  The  deviations  shall  not  be 
effective  until  receipt  by  the  requesting 
activity  of  notification  of  approval  of  the 
Assistant  Secretary  of  Defense  (I&L). 
For  purposes  of  this  §  737.1-109,  requests 
for  deviations  involving  basic  agreements 
or  mastertype  contracts  are  considered 
to  involve  more  than  one  contract. 

§  737.1—109—4  Deviations  Required  by 
Govemmenl-lo-Governmenl  Agree¬ 
ments. 

The  provisions  of  §  1.109-4  pertain¬ 
ing  to  deviations  from  ASPR  required 
by  Govemment-to-Government  Agree¬ 
ments  shall  also  apply  to  deviations  from 
NPD  required  by  Govemment-to-Gov- 
emment  Agreements. 

§  737.1—109—5  Requests  for  Approval  of 
Proposed  Deviations. 

In  originating  or  forwarding  a  request 
for  deviation,  the  request  shall  be  signed 
by  the  Head  of  the  Prociming  Activity,  by 
the  Director  of  Contracts  or  by  the  Dep¬ 
uty  Director  of  Contracts.  A  request  for 


deviation  originating  from  a  field  activ¬ 
ity  shall  be  signed  by  the  Commanding 
Officer,  the  Supply  Officer,  or  the  Direc¬ 
tor  of  Procurement  of  the  field  activity 
concerned  and  forwarded  to  the  Head  of 
the  Procuring  Activity  for  further  action. 

§  737.1—109—50  Deviations  From  the 
NPD  and  Other  Departmental  Pub¬ 
lications. 

The  Chief  of  Naval  Material  is  author¬ 
ized  to  grant  or  deny  any  request  for 
deviation  from  the  mandatory  provi¬ 
sions  of  the  NPD  or  other  Departmental 
publications  governing  procurement. 

§  737.1—109—51  Deviations  From  Maxi¬ 
mum  Fee  Limitations. 

Requests  for  deviations  from  the  maxi¬ 
mum  fee  limitations  set  forth  in  §  3.405- 
4(c)  and  §  3.405-5 (d)  shall  be  submitted 
to  the  Chief  of  Naval  Material  (MAT 
022)  for  approval  (i)  as  part  of  the  pre¬ 
negotiation  business  clearance,  when 
clearance  submission  to  NAVMAT  is  re¬ 
quired,  or  (ii)  in  letter  form,  if  business 
clearance  submission  to  NAVMAT  is  not 
required,  and  (iii)  shall  contain  the  data 
prescribed  by  S  1.109-5. 

§  737.1—109—52  Deviations  Involving 
Patents,  Copyrights  and  Technical 
Data. 

Requests  for  deviations  involving  pat¬ 
ents,  copyrights,  technical  data,  and  re¬ 
lated  matters  shall  be  forwarded  to  the 
Chief  of  Naval  Material  via  the  Chief  of 
Naval  Research  (Code  300).  Requests  by 
the  U.S.  Navy  Aviation  Supply  Office  for 
such  deviations  shall  be  forwarded  via  (i) 
the  Naval  Air  Systems  Command  (Pat¬ 
ent  Counsel)  and  (il)  the  Chief  of  Naval 
Research  (with  a  copy.  Including  all  en¬ 
dorsements,  to  the  Naval  Supply  Systems 
Command  (Code  022)).  In  the  case  of 
any  proposed  deviations  from  the  Patent 
Rights  clause  for  research  and  develop¬ 
ment  contracts  relating  to  atomic  energy 
(§9.107-7),  the  Chief  of  Naval  Re¬ 
search  shall  obtain  the  necessary  con¬ 
sent  of  the  Atomic  Energy  Commission 
before  forwarding  such  requests  to  the 
Chief  of  Naval  Material.  As  to  proposed 
deviations  from  technical  data  provi¬ 
sions  of  Part  9,  subpart  B,  see  §  737.1- 
109-2. 

§  737.1—109—53  Other  Deviations  From 
the  Mandatory  Provisions  of  ASPR, 
DOD  Directives,  N'PD  and  Other  De¬ 
partmental  Publications. 

All  other  requests  for  deviations 
from  tlie  mandatory  provisions  of 
ASPR  or  other  DOD  Directives,  NPD 
and  other  departmental  publications 
shall,  except  as  provided  in  §  737.1-109-2, 
be  forwarded  for  approval  to  the  Chief 
of  Naval  Material  (MAT  021),  as  far  in 
advance  as  possible.  Field  purchasing 
activities  shall  forward  all  such  requests 
via  the  Head  of  the  Procuring  Activity 
exercising  technical  control  over  the  pur¬ 
chase  function. 

§  737.1-1 09-54  Contents  of  Propose  .1 
Deviations. 

The  provisions  of  §  1.109-5  pertaining 
to  the  contents  of  a  request  for  approval 
of  a  proposed  deviation  from  ASPR  shall 
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also  apply  to  a  request  for  approval  of  a 
propos^  deviation  from  NPD. 

§  737.1—109—33  Control  of  Deviations, 

A  record  of  all  approved  deviations  will 
be  maintained  by  the  Chief  of  Naval 
Material  (MAT  021).  Each  approved  de¬ 
viation  shall  be  assigned  a  control  num¬ 
ber  consisting  of  fiscal  year  and  serial 
number,  e.g.,  Deviation  Control  No.  68-1. 
This  control  number  shall  be  included  in 
the  document  authorizing  the  deviation 
and  will  be  cited  in  all  future  references 
to  this  deviation. 

§  737.1—111  Reports  of  Su>pceletl  Crim¬ 
inal  Conduct  and  Noncompetitive 
Practices,  Kickbacks,  and  Otlier  Pro¬ 
curement  Irregularities. 

§  737.1—111—30  Fraud  in  Connection 
Vk'ith  Procurement  and  Property  Dis¬ 
posal. 

See  SECNAVINST  4385.1  series. 

§  737.1—111—31  Reports  Under  the  Cra- 
tuitics  CIau.«e. 

(a)  In  implementation  of  the  Gratui¬ 
ties  clause  in  §  7.104-16  where  a  Navy 
procuring  activity  has  reason  to  believe 
that  a  gratuity  (in  the  form  of  en¬ 
tertainment.  gifts  or  otherwise)  was 
offered  or  given  by  a  contractor  or  by  his 
agent  or  representative  to  any  officer  or 
employee  of  the  Government  with  a  view' 
toward  securing  a  Navy  contract  (other 
than  a  contract  for  personal  services)  or 
securing  favorable  treatment  with  re¬ 
spect  to  the  awarding  or  amending,  or 
the  making  of  any  determination  with 
respect  to  the  performing  of  such  con¬ 
tract.  the  procuring  activity  having  cog¬ 
nizance  of  the  contract  shall  forward  a 
full  report  of  the  alleged  infraction, 
properly  documented,  to  the  Chief  of 
Naval  Material  (MAT09G) .  After  review 
of  the  information  in  such  report,  the 
Chief  of  Naval  Material,  when  in  his 
opinion  the  facts  of  the  case  warrant,  is 
authorized  to  schedule  tire  matter  for 
hearing  in  accordance  with  the  provi¬ 
sions  of  “Rules  for  Notice  and  Hearing 
under  the  Gratuities  Clause”  (ASPR  Ap¬ 
pendix  D)  and  tins  NPD. 

(b)  The  Chief  of  Naval  Material  may 
establish,  at  such  time  as  he  deems 
proper,  a  board  to  give  notice  of  hearings, 
to  conduct  hearings,  and  to  make  the 
findings  of  fact  and  recommendations 
provided  for  in  ASPR  Appendix  D.  The 
Board  shall  consist  of  a  chairman  and 
two  other  members,  one  of  whom  shall  be 
a  person  trained  in  the  law,  and  will  be 
given  an  appropriate  designation  by  the 
Chief  of  Naval  Material.  In  the  perform¬ 
ance  of  Its  functions,  the  board  shall 
have  all  the  authority  conferred  on  the 
Secretary  of  the  Navy  by  statute  or  by 
the  prescribed  contract  clause  and  all 
actions  of  the  board  in  this  respect  shall 
be  in  accordance  with  the  provisions  of 
ASPR  Appendix  D. 

(c)  Paragraph  14  of  ASPR  Appendix 
D  reserves  to  the  Secretary  of  the  Navy 
the  final  decision  as  to  what  remedies  the 
Government  may  pursue  in  the  event  an 
infraction  of  the  Gratuities  dame  is 
found  to  have  occurred. 


§  737.1—113  Standards  of  Conduct. 

§  737.1—113—2  Organization  Conflict* 

of.  Interest. 

A  copy  of  the  solicitation  notice 
and  of  each  clause  incorporated  in  a 
contract  implementing  the  policy  set 
forth  in  §  1.113-2  shall  be  forwarded  to 
the  Chief  of  Naval  Material  (Mat  021) . 

§  737.1—200  Definition  of  terms, 

§  737.1—201  Definitions. 

(a)  As  used  throughout  the  NPD,  the 
words  and  terms  defined  in  §  1.201 
have  the  same  meanings  as  set  forth  in 
§  1.201,  unless  (i)  the  context  in 
which  they  are  used  requires  a  different 
meaning,  or  (ii)  a  different  definition  is 
prescribed  for  a  particular  NPD  Section, 
paragraph,  or  portion  thereof ;  Provided, 
That  when  authority  is  delegated  to,  or 
action  is  required  of,  a  “procuring  activ¬ 
ity”  or  “The  Head  of  a  Procuring  Activ¬ 
ity”  those  terms  shall  refer  only  to  Navy 
procuring  activities  and  to  Heads  of 
Navy  Procuring  activities  as  identified  in 
§§  1.201-14  and  1.201-7,  re.spectlvely. 

(b)  Definitions  in  ASPR  W'hich  apply 
only  to  a  particular  portion  of  the  NPD. 

(c)  As  used  in  the  NPD: 

(1)  “Navy”  refers  to  tlie  Departm^it  of 
the  NavT.  including  the  Marine  Corps; 

(2)  I  Reserved  1 

(3)  “Contracts  division"  and  “con¬ 
tract  division”  (whether  or  not  the  initial 
letters  are  capitalized),  when  used  in 
connection  with  a  procuring  activity  or 
field  purchasing  activity  not  having  a  di¬ 
vision  so  named,  means  the  division, 
branch  or  other  organizational  entity, 
equivalent  to  the  contract  division  of  a 
system  command,  in  which  contracting 
officers  operate  to  place  contracts  for  the 
activity’, 

(4)  Publications  include,  but  are  not 
limited  to,  end  items  of  printing  as  de¬ 
fined  herein,  and  any  book,  pamphlet,  di¬ 
rective,  form,  manual,  folder,  brochure, 
periodical  magaxine,  newspaper,  mien’o- 
card  or  other  microform,  technical  re¬ 
port,  chart,  poster,  map,  drawing,  tag, 
placard,  or  blankbook,  printed  by  or  for 
the  Department  of  the  Navy,  regardless 
of  content,  format,  quantity,  distribu¬ 
tion,  or  intended  end  use.  {Exception: 
Publications  produced  by  suppliers  and 
regularly  carried  as  stock  items  for  com¬ 
mercial  sale  or  use  are  not  included  in 
this  definition. 

(5)  Printing  includes  and  apphes  to 
the  processes  of  composition,  platemak¬ 
ing,  presswork,  and  binding:  the  equip¬ 
ment  used  in  such  processes  as  cited  in 
Navy  Publications  and  Printing  Service 
directives;  and  the  end  items,  with  ex¬ 
ceptions  as  noted  above,  produced  by  such 
processes  and  equipment.  "Composition” 
Includes  the  production  of  text,  display, 
tabular  matter,  and  similar  graphical/ 
lexical  information  or  data  on  film,  pa¬ 
per,  tape,  or  other  materials  by  manual 
or  tape-operated  cold  type  composing 
equipment,  photographic  /  electronic 
character  generating  equipment,  photo¬ 
typesetting  equipment,  tape-operated 
keyboards,  typecasting  machines,  and 
typesetting  machines.  "Platemaking”  in¬ 
cludes  the  photographic  or  other  produc¬ 


tion  of  negatives,  positives,  and  other 
materials  required  to  transfer  graphic 
Information  or  data  to  presswork  print¬ 
ing  plates.  "Presswork”  includes  the  mass 
production  of  copies  by  lithographic,  let¬ 
terpress,  flexographic;  gravure,  rotogra¬ 
vure,  silk  screen,  engraving  and  counter¬ 
part  embossing  equipment,  and  similar 
mass  production  equipment  and  opera¬ 
tions  necessary  to  complete  production, 
.stich  as  collating,  gathering,  folding,  cut¬ 
ting,  trimming,  perforating,  padding, 
stitching,  punching,  drilling,  and  sewing. 

(6)  Duplicating  includes  and  applies 
to  the  limited  production  of  end  items  by 
use  of  certain  types  of  equipment  as 
cited  in  Navy  Publications  and  Printing 
Service  directives.  No  more  than  5,000 
8  X  10  Ua  in.  production  imits  may  be  du¬ 
plicated  of  any  one  page  (one  side  of 
one  sheet) .  Duplicating  of  end  items  con¬ 
sisting  of  two  or  more  pages  may  not 
exceed  25,000  8  x  10  Va  in.  production 
units  in  the  aggregate.  The  content,  edi¬ 
torial  and  physical  format,  and  distribu¬ 
tion  of  duplicated  items  shall  be  in  ac¬ 
cordance  with  public  law  and  regulations 
governing  printed  items.  (See  also  §  737.- 
1-108-51  (c)  (V).  NAVSO  P-35;  §  737.1- 
454,  Responsibilities  of  the  NPPS;  §  737.- 
5-601,  only  to  paragraphs  (4),  (5)  and 
(6)  of  this  section.) 

(7)  “Field  contract  administration 
office"  as  used  in  this  NPD  means  one 
of  the  Army,  Navy,  Air  Force  or  DCAS 
contract  administration  Services  Com¬ 
ponents  (DOD  4105.59H).  Such  an  office 
Is  also  referred  to  as  a  contract  admin¬ 
istration  service  (CAS)  component. 

(8)  “Administrative  Contracting  Of¬ 
ficer  (ACO),”  insofar  as  Navy  field  con¬ 
tract  administration  offices  are  con¬ 
cerned,  is  the  Officer-in-Charge  who  is 
currently  a  contracting  officer  (§  1.201- 
3),  The  term  also  includes  any  au¬ 
thorized  representative  of  the  Officer-in- 
Charge  acting  within  the  limits  of  his 
contracting  officer  authority. 

§  737.1—300  Ceacral  polit-ies. 

§  737.1—302  Soarees  of  Supplies  ami 
Services. 

§  737.1—302—2  Propo^al  Evaluation  anil 
.Source  Selection. 

SECNAV  Instruction  5000.1  (Subj: 
System  Acquisition  in  the  Department  of 
the  Nayy)  of  13  March  1972,  establishes 
Department  of  the  Navy  procedures  and 
policies  on  evaluation  of  competitive  pro¬ 
posals  and  soiure  selection.  Activities 
and  contractors  may  obtain  a  copy  of 
the  Instruction  by  submitting  a  letter  re¬ 
quest  to  the  Naval  Publications  and 
Forms  Center,  5801  Tabor  Avenue,  Phila¬ 
delphia,  Pa-.  19120. 

§  737.1—320  Industrial  Security. 

(a)  General.  Security  cognizance  for 
contractor  facilities  participating  in  the 
Defense  Industrial  Security  Program 
(DISP)  is  assigned  to  the  Defense  Sup¬ 
ply  Agency.  Security  assignments  are 
made  on  a  geographic  basis  and  security 
cognizance  is  exercised  by  the  variou.'^ 
Defense  Contract  Administration  Serv¬ 
ices  Regions  (DCASRS).  The  geographi¬ 
cal  areas  of  responsibility  are  listed  in 
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Appendix  VII  to  the  DOD  Industrial  Se¬ 
curity  Manual,  DOD  5220.22-M.  Procur¬ 
ing  activities  shall  be  familiar  with  the 
DOD  Information  Security  Program 
Regulation  (DOD  5200. IR)  with  Depart¬ 
ment  of  the  Navy  Supplement  (OPNAV- 
INST  5510.1  Series),  the  DOD  Industrial 
Security  Regulation,  DOD  5220.22-B 
(promulgated  by  OPNAVINST  5540.8 
Series),  as  well  as  the  DOD  Industrial 
Security  Manual  and  when  appropriate, 
the  Cryptographic  Supplement  to  the  In¬ 
dustrial  Security  Manual,  DOD  5220. 22-S 
when  transmitting  classified  information 
to  contractors. 

(b)  Contract  Administration  Services 
Components  Industrial  Security  Respon¬ 
sibilities.  Although  DSA  administers  the 
DISP  for  the  Department  of  Defense, 
under  the  DOD  Plant  Cognizance  Pro¬ 
gram,  Navy  Contract  Administration 
Services  (CAS)  components  (see  DOD 
4105.54-H  for  list  of  activities)  perform 
those  ACO  Industrial  security  fimctlons 
normally  performed  by  the  DCASRS 
where  the  Navy  has  cognizance.  These 
ACO  industrial  security  functions  are 
contained  in  the  Industrial  Security 
Manual  and  the  Regulation.  An  abbrevi¬ 
ated  listing  of  responsibilities  may  be 
found  in  Appendix  C  of  the  Industrial 
Security  Regulation. 

§  737.1—321  Warning  Notation  on  Qas-  ‘ 
sided  Matter  Distributed  to  Industry. 

(a)  Article  4-603,  DOD  Directive 
5200. 1-R,  July  1972  (Information  Se¬ 
curity  Program  Regulation) .  Article  N4- 
603,  OPNAVINST  5510.1D  Sep  1972 
(Navy  Supplement  to  DOD  5200.1-R  and 
paragraph  ll.b(l)  of  the  Department  of 
Defense  Industrial  Security  Manual  for 
Safeguarding  Classifiediinformation  (At¬ 
tachment  to  DD  Form  44)  require  the 
following  notation  to  be  affixed  to  classi¬ 
fied  matter  when  disseminated  outside 
the  Executive  Branch  of  the  (aovernment. 

“NATIONAL  SECURITY 
INFORMATION" 

“Unauthorized  Disclosure  Subject  to 
Criminal  Sanction” 

(b)  The  proper  marking  of  classified 
matter  is  the  responsibility  of  the  origi¬ 
nator  and  the  activity  making  the  dis¬ 
tribution.  Under  the  provisions  of  Ar¬ 
ticle  N15-204  of  OPNAV  Instruction 
5510.1D,  it  is  permissive  to  transmit 
matter  classified  Confidential  or  Secret 
direct  to  the  contractor;  therefore,  if  sub¬ 
ject  notation  is  not  made  by  the  origi¬ 
nator  or  the  activity  making  the  distri¬ 
bution,  it  is  received  by  the  contractor 
without  the  notation  being  aflixed.  How¬ 
ever,  field  offices  having  Industrial  Se¬ 
curity  responsibility  as  “via"  addressees, 
shall  review  classified  matter  received 
from  other  activities  for  correctness  of 
markings  and  to  Insert  those  markings 
which  have  been  omitted. 

(c)  Procuring  activities  and  distribu¬ 
tion  activities  of  the  Department  of  the 
Navy  that  originate  and/or  distribute 
classified  information  to  Department  of 
Defense  contractors  are  requested  to  take 
necessary  action  to  effect  compliance 
with  Article  4-603,  DOD  Directive  5200.1- 
R,  Article  N4-603,  OPNAVINST  5510.1D 
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and  paragraph  ll.b(l)  of  the  Industrial 
Security  Manual  for  Safeguarding  Classi¬ 
fied  Information. 

§  737.1—322  Disposal  of  Qassified  Data 
Furnished  to  Contractors. 

When  it  is  determined  by  the  contract¬ 
ing  officer  that  classified  data  furnished 
to  contractors  in  connection  with  classi¬ 
fied  procurements  is  obsolete  or  in  excess 
of  contractual  and/or  legal  requirements, 
such  classified  data  may  be  destroyed 
by  the  contractor  upon  written  authori¬ 
zation  of  the  contracting  officer  and  pur¬ 
suant  to  the  Department  of  Defense 
Industrial  Security  Manual  for  Safe¬ 
guarding  Classified  Information  (attach¬ 
ment  to  DD  Form  441 ) . 

§  737.1—323  Publication  by  Contractors 
of  Financial  Data  Invoicing  Security 
Information. 

(a)  In  order  that  contr^tors  may  dis¬ 
close  a  maximum  of  public  information 
relating  to  their  financial  status,  con¬ 
sistent  with  the  requirements  of  security, 
the  Secretary  of  the  Navy  prescribes  the 
policies  set  forth  below  to  govern  such 
disclosure. 

(b)  Suppliers  performing  work  under 
contracts  which  include  the  Military  Se¬ 
curity  Requirements  clause  specified  in 
§  7.104-12  shall  not  publish  operat¬ 
ing  statements  or  other  financial  reports 
which  include  rates  of  production,  total 
production,  designation  of  articles,  or 
production  processes  under  such  con¬ 
tracts. 

(c)  Such  suppliers  may,  unless  their 
entire  production  is  comprised  of  75  per¬ 
cent  or  more  of  the  same  article,  publish 
their  •total  earning  and  total  production 
by  dollar  value  only,  provided  that  ap¬ 
proximate  production  by  quantity  or 
dollar  value  of  a  particular  article  shall 
not  thereby  be  disclosed;  and  provided 
further,  that  special  restrictions  on  such 
publication  have  not  been  imposed  by 
the  responsible  contracting  officer  be¬ 
cause  of  the  extreme  secrecy  of  particu¬ 
lar  contracts.  Publication,  where  per¬ 
mitted  as  provided  herein,  may  include 
the  following; 

(1)  Quarterly  statements  showing  by 
total  dollar  value  the  following; 

(1)  Orders  imfilled  or  due  at  the 
beginning  of  the  period; 

(ii)  New  orders  booked  during  the 
period; 

(iii)  Cancellations,  adjustments,  and 
cut-backs  <luring  the  period; 

(iv)  Orders  filled  during  the  period; 

(V)  Unfilled  orders  at  the  close  of 

the  period; 

(vi)  Finished  goods  on  hand; 

(vii)  Work  in  progress;  and 

(viii)  Raw  materials  and  supplies  (one 
item) ; 

(2)  Quarterly  statements  of  total 
earnings:  and 

(3)  Annual  reports  and  prospectuses 
showing  by  percentage  how  much  of  the 
total  dollar  sales  was  derived  from  goods 
manufactured  through  the  use  of  facili¬ 
ties  which  will  not  require  substantial 
reconversion  for  peacetime  or  civilian 
use,  provided  the  percentage  is  not  within 
25  points  of  the  percentage  relationship 
of  any  particular  classified  article’s  dollar 
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value  to  the  total  dollar  value  of  all  goods 
sold  by  the  company. 

(d)  Notwithstanding  the  foregoing,  tho 
Secretary  of  the  Navy,  or  the  Chief  of 
Information  as  his  authorized  repre¬ 
sentative  may,  upon  request  in  particu¬ 
lar  cases,  pennit  the  disclosure  of 
financial  Information  in  addition  to  that 
provided  for  in  (c)  above.  Any  inquiries 
concerning  the  application  of  the  poli¬ 
cies  herein  set  forth,  or  requests  for 
additional  disclosure,  should  be  referred 
to  the  Office  of  Public  Information  of 
the  Department. 

§  737.1—350  Scheduling  of  Procure¬ 
ment. 

§  737.1—35(^1  Minimum  obligation  of 
Funds. 

(a)  To  assure  flexibility  for  changing 
programs,  it  is  the  general  policy  of  the 
Navy  to  hold  to  a  minimum  the  amount 
of  funds  imder  contract  obligation,  at 
any  one  time,  for  the  supplies  and  sen^- 
ices  the  Navy  must  buy. 

(b)  Quantities  of  supplies  or  services 
being  procured  shcMld  meet  requirements 
for  a  reasonable  p>erlod  of  time.  To  this 
end,  and  consistent  with  the  obtaining  of 
reasonable  prices,  use  shouM  be  made 
of  indefinite  quantity  contracts  or  such 
other  contractual  methods  for  the  ob¬ 
taining  of  supplies  or  services  when  the 
total  requirements  are  not  firm  but  re¬ 
quirements  for  a  lesser  known  qiiantity 
have  been  definitely  established. 

(c)  It  is  not  desired  that  purchases  be 
made  in  quantities  so  small  that  prices 
are  thereby  Increased  or  that  this  policy 
be  applied  to  purchases  which  are  so 
small  as  to  render  administrative  cost 
disproportionate  to  results  to  be  achieved. 

(d)  Procuring  activities  are  permitted  • 
wide  discretion  In  the  Implementation 
of  §  737.1-350-1. 

§  737.1—350—2  Adequate  Procurement 
Lead  Time. 

(a)  The  period  allowed  for  the  solicita¬ 
tion  of  bids  or  offers  is  an  important 
segment  of  necessary  contract  lead 
time.  An  adequate  solicitation  period 
is  essential  to  obtain  effective  com¬ 
petition,  provide  for  an  orderly  procure¬ 
ment  process,  and  assure  that  resulting 
contracts  are  placed  at  reasonable  prices. 
Accordingly,  contracting  activities  ^all 
ascertain  what  contract  lead  time  is  nec¬ 
essary  in  advance  of  deadline  dates  for 
final  obligation  purposes  to  permit  a 
normal  solicitation  period.  At  least  once, 
early  in  each  fiscal  year,  contracting  ac¬ 
tivities  shall  formally  advise  the  activities 
they  regularly  serve  in  a  contracting  ca¬ 
pacity  of  deadline  dates  for  submission  of 
purchase  requests. 

(b)  It  Is  the  policy  of  the  Department 
of  the  Navy  that  the  procurement  lead 
time  essential  to  obtaining  adequate 
available  competition  shall  not  be  cur¬ 
tailed  for  the  purpose  of  obligating  an¬ 
nual  appropriations.  (See  also  §  2.202-1.) 

§  737.1—351  Preparation  and  Di^itribii- 
Uon  of  Contractual  Di>cuments. 

§  737.1—351—2  Referencing  Publiratlon-t 
in  Contractual  Documents. 

In  the  preparation  of  contractual 
documents,  instructions  to  the  contrac- 
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tor  shall  not  be  incorporated  by  reference 
to  publications  except  in  cases  where  the 
referenced  publication  is  readily  avail¬ 
able  to  the  contractor.  Otherwise  such 
instructions  shall  be  set  forth  in  the 
contractual  document  itself  or  shall  be 
made  available  by  attaching  thereto  a 
copy  of  the  publication  or  the  applicable 
portion  thereof. 

§  737.1— 351— .5  <»f  ('.oiiJrarls  He- 

quested  in  Na\y  MII’H's. 

See  §  737.5-1106—1. 

§  737.1— .331— 7  Notification  to  fiehl  eoii- 
Iraet  administrator  of  the  iilentifica- 
tion  of  the  organizational  unit  or  code 
uitliin  tlie  contracting  activity  re¬ 
sponsible  for  contract  administration 
function.^. 

In  the  Interest  of  improving  channels 
of  communications,  where  a  contracting 
officer  anticipates  a  repetitive  need  for 
correspKjudence  or  contact  between  the 
contracting  office  and  an  activity  desig¬ 
nated  to  perform  field  contract  adminis¬ 
tration,  the  organizational  unit  or  code 
and  its  specific  area  of  responsibility 
wuthin  the  contracting  office  responsible 
for  the  administration  of  the  contract 
should  be  furnished  to  the  field  contract 
administrator  by  any  appropriate  means. 

§  737.1—331—9  Delivery  Status  Informa¬ 
tion  on  Procurements  for  the  ILP 
(Intenuitional  I^ogi.sties  Prt>graiu). 

(a)  Contracts  and  purchase  orders 
awarded  in  support  of  requisitions  for  the 
ILP  shall; 

(1)  Identify  the  requirement  as  a  sep¬ 
arate  contract  line  item  or  subline  item 
in  accordance  with  §  20.304-2.  The 
applicable  requisition  number  plus: 

(1)  The  countrj'  and  case  identifier 
(MILSTRIP  CC  31-32  and  48-50)  for 
FMS  (Foreign  Military  Sales) ; 

(ii)  The  Record  Control/ Program/Di¬ 
rective  number  Identifier  (MILSTRIP 
CC  46-50)  shall  be  entered  Immediately 
under  the  line  or  subline  item  for  GA 
(Grant  Aid).  (Navy, /Marine  Corps  ILP 
requisitions  are  identified  by  the  letter 
P  or  K  preceding  the  requisition  number, 
Army  is  B,  Air  Force  is  D,  Defense  is  T 
(MILSTRIP  CC  30).) 

(2)  Provide  for  the  designated  con¬ 
tract  administration  services  component 
to  distribute  to  the  Na%'y  International 
Logistics  Control  Office,  Bayonne,  New 
Jersey,  a  copy  of  any  report  or  document 
which  indicates  an  anticipated  or  actual 
delay  in  delivery  of  line  or  subline  items 
for  the  ILP.  Copies  of  such  reports  dis¬ 
tributed  to  Navy  International  Logistics 
Control  Office,  shall  include  the  requisi¬ 
tion  number  applicable  to  the  line  or  sub- 
Jine  item  involved  and  shall  be  in  addi¬ 
tion  to  any  other  di.stribution  required  by 
the  contract  or  directives  applicable  to 
the  contract  administration  seiwices 
component. 

§  737.1—3.32  I.imitaliuii  on  Contract 
Amendment!!  for  .New  Procurement. 

It  is  the  policy  of  the  Department  of 
the  Navy  to  avoid  the  use  of  contract 
amendments  for  additional  quantities  as 
a  means  of  purchasing  new'  reqiUrements 
of  supplies,  when  such  a  procedure  would 


result  in  prolonging  the  life  of  the  con¬ 
tract  beyond  the  time  when  final  settle¬ 
ment  would  normally  be  made.  The  prac¬ 
tice  of  extending  contracts  for  this 
purpose  has  the  following  imdesirable 
results; 

(a)  Possible  use  of  obsolete  or  out¬ 
moded  forms  of  contracts: 

(b)  Possible  loss  of  the  rights  of  the 
parties  in  a  confusion  of  paperwork; 
and 

(c)  Imposition  of  imnecessary  bur¬ 
dens  upon  the  officer  charged  with  ad¬ 
ministration  of  the  contract. 

§  737.1—361  Commercial  .4dverli!<iiig  by 

Navy  Contractor!!. 

(a)  Contractors  frequently  Include  in 
some  of  their  commercial  advertisements 
reference  to  their  participation  in  Navy 
programs.  Prior  to  placement  of  these  ad¬ 
vertisements  ttie  contractor  may  seek  ap¬ 
proval  thereof  from  some  Departmental 
office,  generally  the  cognizant  field  con¬ 
tract  administrator.  It  is  the  general 
policy  of  the  Department  of  the  Navy  not 
to  object  to  such  advertisements  pro¬ 
vided  they  do  not; 

(1)  Directly  or  indirectly  constitute  an 
endorsement  by  the  Department  or  any 
member  thereof  of  the  contractor’s  prod¬ 
uct  or  service; 

(2)  Indicate  or  imply  in  any  manner 
Departmental  preference  of  the  con¬ 
tractor; 

(3)  Contain  reference  to  contract 
numbers  or  other  contractual  details;  or 

(4)  Disclose  classified  military  in¬ 
formation. 

(b)  Contractors  are  not  required  to 
obtain  prior  clearance  for  advertise¬ 
ments.  However,  any  Departmental  of¬ 
fice  that  becomes  aware  of  any  advertise¬ 
ment  which  appears  to  conflict  with  the 
conditions  of  paragraph  (a)  of  this  sec¬ 
tion  shall  immediately  bring  it  to  the 
attention  of  the  cognizant  field  contract 
administration  office.  The  cognizant  field 
office  shall  take  necessary  action  with  the 
contractor  to  resolve  the  matter  in  con- 
sonnance  with  the  aforesaid  policy.  In 
the  event  this  matter  cannot  be  resolved 
to  the  satisfaction  of  the  cognizant  field 
office,  the  matter  shall  be  referred  by  let¬ 
ter  report  to  the  Chief  of  Naval  Material 
(MAT  021).  The  letter  report  shall  in¬ 
clude  a  statement  of  all  facts  and  cir¬ 
cumstances  in  sufficient  detail  to  enable 
the  Chief  of  Naval  Material  to  take  ap¬ 
propriate  action. 

§  737.1—362  Purtliaic  of  Liquid  Carbon 
Dioxide. 

(a)  As  a  result  of  an  antitrust  judg¬ 
ment  certain  companies  are  not  permit¬ 
ted  to  sell  or  lease  liquid  carbon  dioxide 
storage  tanks  and  related  equipment  if 
the  sale  or  lease  is  conditioned  on  an- 
agreement  or  imderstanding  that  the 
purchaser  (lessor)  of  the  storage  tanks 
will  purchase  carbon  dioxide  from  either 
the  storage  tank  supplier  or  any  source 
designated  by  the  storage  tank  supplier. 

(b)  Accordingly,  requirements  for  the 
furnishing  of  carbon  dioxide  storage 
tanks  and  the  liquid  carbon  dioxide  to 
fill  such  tanks  shall  be  solicited,  evalu¬ 
ated  and  awarded  independently  of  one 


another.  The  two  may  be  solicited  and 
awarded  in  the  satne  transaction  pro¬ 
vided  they  are  identified  and  evaluated 
separately. 

(c)  The  solicitation  document  for  these 
requirements  shall  stipulate  that  *‘all- 
or-none”  bids  will  be  rejected  as  non- 
responsive.  Further,  the  solicitation  shall 
not  require  that  the  bidder  quote  on  both 
items. 

(d)  Attenticm  is  invited  to  §  5.102-3, 
which  rtiakes  mandatory  with  certain 
exceptions  the  purchase  of  FSC  6830 
(which  includes  carbon  dioxide)  from 
Federal  Supply  Schedules. 

§  737.1—363  Participation  by  Naval 
Plant  Representative  Offices  (NAV 
PROs)  and  Supervisors  of  Shipbuild¬ 
ing,  Conversion  and  Repair  (SUP 
SIllPs)  in  RFP  Preparation,  Evalua¬ 
tion  of  Proposals  and  Source  Selec¬ 
tion. 

(a)  When  feasible,  NAVPROs  or  SUP- 
SHIPS  shall  be  requested  to  review',  prior 
to  completion  of  drafting,  the  RFP  (Re¬ 
quest  for  Proposal),  Schedule,  General 
Provisions,  Specifications,  or  other  pro¬ 
visions  of  proposed  major  weapon  sys¬ 
tems  contracts  for  the  purpose  of  plan¬ 
ning  for  contract  administration  and 
for  determining  the  adequacy  of  such 
contractual  requirements  for  contract 
administration  purposes.  In  addition, 
NAVPROs  or  SUPSHIPs  may  be  re¬ 
quested  to  participate  in  the  technical 
evaluation  of  proposals  and  In  sotnee 
selection,  in  order  to  provide  guidance 
to  the  purchasing  activity  on  contract 
administration  matters  and  on  the  abil¬ 
ity  of  the  contractor  to  perform  the  type 
of  work  contemplated.  Such  participa¬ 
tion  is  in  addition  to  field  pricing  sup¬ 
port  provided  the  PCO  (Procuring  Con¬ 
tracting  Officer)  as  required  by  §  3.801. 

(b)  The  selection  of  one  or  more  NAV¬ 
PROs  or  SUPSHIPs  to  participate  in 
procurement  document  preparation, 
evaluation  of  proposals  and  source  se¬ 
lection,  should  be  based  on  the  familiar¬ 
ity  of  their  personnel  with  the  kind  of 
weapon  system  to  be  procured  and/'or 
the  likelihood  of  award  to  a  contractor 
under  their  cognizance.  NAVPROs  or 
SUPSHIPS  may  be  requested  to  partici¬ 
pate  similarly  in  procurements  for  items 
other  than  weapon  systems  when  consid¬ 
ered  necessary  by  the  procuring  activity, 
purchasing  office,  project  manager  or 
requiring  activity. 

§  737.1—400  Procurenienl  r('s|M*ll^ibilily 
and  authority. 

§  737.1—401  Rcflponsibilily  of  I’nx  iii  iiig 
Activities. 

§  737.1—401—51  Responsibility  of  the 
Naval  Supply  Systems  Uoniniand. 

(a)  General.  Only  The  Naval  Supply 
Systems  Command  has  cognizance  of  the 
procurement  of  materials  and  services 
throughout  the  Department  of  the  Navy 
for  which  no  other  procuring  activity, 
office,  or  command  is  otherwise  delegated 
procurement  authority. 

(to)  Consolidated  Bid  Room  Facilities. 
(1)  Under  the  direction  of  the  Naval 
Supply  Systems  Command,  a  common  bid 
room  shall  be  established  and  operated 
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by  the  Naval  Regional  Procurement  Of¬ 
fice,  Washington,  for  all  formally  adver¬ 
tised  procurements  of  the  Systems  Com¬ 
mand  Headquarters.  Bid  rooms  will  no 
longer  be  operated  by  Systems  Com¬ 
manders,  except  that  the  Commander, 
Naval  Facilities  Engineering  Command 
may  operate  a  separate  bid  room  lor 
formally  advertised  construction  cmi-' 
tracts. 

(2)  Common  bid  room  functions  shall 
be  as  follows: 

(i)  Naval  Regional  Procurement  Office 
Washington: 

(A)  Issue  invitations  for  bids,  complete 
with  applicable  specifications,  dra^^ngs 
and  other  descriptive  data  (unless  the 
required  specifications,  drawings,  or  de¬ 
scriptive  data  is  to  be  mailed  directly 
from  the  Systems  Command  to  the  bid¬ 
ders  included  on  the  mailing  list  for  the 
invitation  for  bids) ; 

(B)  Receive,  open  and  abstract  bids; 
make  any  determination  concerning  late 
bids;  annotate  retained  Abstract  of  Bids 
to  show  award  of  contract  (s)  or  other 
disposition; 

(C)  Supplement  the  list  of  bidders 
supplied  by  the  Systems  Command  as  ap¬ 
propriate;  and, 

(D)  Pumish,  or  arrange  to  have  fur¬ 
nished,  upon  request  from  prospective 
bidders,  bid  forms  and  applicable  speci¬ 
fications,  drawings,  and  descriptive  data. 

(it)  Systems  Commands: 

(A)  Prepare  invitations  for  bids  (in¬ 
cluding  assignment  of  the  Systems  Com¬ 
mands  Procurement  Instrument  Identi¬ 
fication  Number  and  opening  date)  and 
submit  in  a  form  ready  for  reproduction; 

(B)  Furnish  NRPO  Washington  a  list 
of  bidders  to  be  solicited  and  address 
labels; 

(C)  Provide  in  a  mailable  condition 
sufficient  copies  of  applicable  specifica¬ 
tions,  drawings,  and  other  descriptive 
data  required  for  distribution  to  the  ini¬ 
tial  list  of  bidders  plus  copies  to  satisfy 
expected  additional  requests.  If  desired, 
specifications,  drawings,  and  descriptive 
data  may  be  mailed  directly  by  the  Sys¬ 
tems  Commanders  concurrently  with  the 
issuance  of  the  invitation  for  bid; 

(D)  Synopsize  proposed  procurement 
and  award; 

(E)  Prepare  and  furnish  to  NRPO 
Washington  in  a  form  ready  for  repro¬ 
duction  any  required  modification  to  an 
Invitation  for  bid; 

(F)  Evaluate  bids,  make  affinnative 
determinations  of  responsibility,  and 
award  contracts;  and, 

(G)  Advise  Naval  Regional  Procure¬ 
ment  Office  Washington  for  awards  made 
(or  other  actions  if  no  award  is  made 
under  an  IFB) . 

§  737.1— ‘401—52  Responsibility  of  Office 
of  Naval  Research  for  Research  Con¬ 
tracts  With  Educational  and  Non¬ 
profit  Institutions. 

Paragraph  5a(12)  of  SECNAV  In¬ 
struction  5430.20B  of  18  November  1969 
Is  set  forth  below : 

1.  The  Chief  of  Naval  Research  shall  be  re¬ 
sponsible  for  negotiation,  preparation,  execu¬ 
tion,  administration  and  scientific  and  tech¬ 
nical  cognizance  of  all  research  contracts 


with  educational  and  nonprofit  institutions. 

The  Chief  of  Naval  Research  may  authorize 
other  naval  activities  to  assume  responsibil¬ 
ity  for  any  or  all  of  the  aforementioned  func¬ 
tions  as  circumstances  warrant.  The  Chief 
of  Naval  Research  may  assume  the  responsi¬ 
bilities  listed  above  for  development  con¬ 
tracts  with  educational  and  non-profit  insti¬ 
tutions  at  the  request  of  each  systems  com¬ 
mand,  biureau  or  office. 

§  737.1—401—53  Naval  Facilities  .Engi¬ 
neering  Command  (NAVFACENG 
COM)  Cognizance  of  Public  Works 
and  Civil  Works. 

(a)  Responsibility  for  Construction. 

(1)  CivU  Works.  SECNAV  Instruction 
4860.41 A  and  NAVMAT  Instruction 
4860.13A  make  NAVFACENCKIOM  re¬ 
sponsible  for  construction,  including  re¬ 
lated  design,  at  Navy-owned-contractor 
operated  facilities  which  would  be  con¬ 
sidered  public  works  or  public  utilities  at 
a  shore  activity  of  the  Naval  Establish¬ 
ment.  Such  construction  shall  herein¬ 
after  be  called  Civil  Works. 

(2)  Summary  of  Responsibilities. 
NAVFACENGCOM  is  responsible  for  the 
administration  of  all  contracts  for  Pub¬ 
lic  and  Civil  Works  and  for  the  Civil 
Works  portions  of  facilities  and  other 
contracts,  for  all  construction  work 
otherwise  accomplished,  and  particularly 
for  ensuring  that  applicable  legal  re¬ 
quirements  have  been  satisfied  and  that 
the  work  will  meet  the  requirements  of 
the  Navy. 

(b)  Delegation  of  Responsibility  for 
Administration  of  Construction.  Current 
legislation  provides  that  delegation  to 
another  Government  agency  or  bureau 
of  the  responsibility  outlined  in  subpara¬ 
graph  (a)  above  for  public  works,  as 
authorized  by  annual  authorization  acts, 
within  the  United  States  or  its  posses¬ 
sions,  must  be  approved  by  the  Secretary 
of  Defense.  Where  it  is  considered  to  be 
in  the  best  interests  of  the  Navy  that 
such  a  public  works  project  be  adminis¬ 
tered  by  a  systems  command  or  office 
other  than  NAVFACTENGCOM,  a  request 
shall  be  forwarded  to  the  Assistant  Sec¬ 
retary  of  the  Navy  (I&L)  via  NAVFAC 
ENGCOM.  Before  forwarding  a  request 
for  delegation  of  responsibility  for  ad- 
ministmtion  of  a  public  w'orks  contract, 
NAVFACENGCOM  .shall  ensure  that  all 
arrangements  for  administering  the  con¬ 
tract  and  inspecting  the  work  satisfy  the 
needs  of  the  Government. 

(c)  Approval  for  Use  of  Cost-Reim¬ 
bursement  Type  Construction  Contracts. 
Current  appropriation  legislation  re¬ 
quires  the  specific  approval  in  writing  of 
the  Secretary  of  Defense  for  any  cost- 
reimbursement  type  contract  over  $25,- 
000  using  funds  appropriated  for  military 
construction  for  work  to  be  performed 
within  the  continental  United  States. 
NAVFACENGCOM  shall  be  responsible 
for  obtaining  such  clearance.  As  a  rule, 
such  contracts  will  be  executed  and  ad¬ 
ministered  by  NAVFACEN(X;OM,  How¬ 
ever,  in  those  unusual  clrcmnstances 
where  such  a  cost-reimbursement  type 
contract  is  to  be  executed  by  a  systems 
command  or  office  other  than  NAVFAC 
ENGCOM  the  contracting  systems  com¬ 
mand  or  office  shall  furnish  NAVFAC 
ENGCOM  with  a  justification  for  the  use 


of  this  method  of  contracting  and  shall 
not  execute  the  contract  until  notified  by 
NAVFACENGCOM  that  clearance  has 
been  obtained  from  the  Secretary  of  De¬ 
fense. 

(d)  Other  Matters.  Where,  pursuant  to 
subparagraph  (b)  above,  a  contract  in¬ 
volving  construction  is  being  executed  or 
administered  by  a  systems  command  or 
office  other  than  NAVFACENGCOM,  that 
other  systems  command  or  office  shall 
normally  be  responsible  for  the  handling 
of  all  other  matters  that  arise  concern¬ 
ing  that  contract.  However,  for  construc¬ 
tion  contracts  over  $2,000,  or  other  con¬ 
tracts  requiring  Civil  Works  over  $2,000, 
NAVFACENGCOM  will,  on  behalf  of  the 
other  systems  command  or  office,  obtain 
from  the  Department  of  Labor,  the  deter¬ 
mination  of  prevailing  wages  which  must 
be  specified  In  the  contract.  NAVFAC 
ENGCOM  will  further  furnish  such  ad¬ 
vice  and  assistance  as  may  be  requested 
and  Is  appropriate.  As  to  the  technical 
and  engineering  details  of  the  construc¬ 
tion,  repair  and  maintenance,  other  sys¬ 
tems  commands  and  offices  shall  consult 
with,  and  comply  with  the  standards  of 
NAVFACENGCOM  in  accordance  with 
existing  directives. 

(e)  Administration  of  Construction 
Portions  of  Contracts.  (1)  When  a  con¬ 
tract  for  construction  of  Civil  Works  is 
made  directly  between  the  Department  of 
the  Navy  and  a  builder  (as  distinguished 
from  the  contractor  who  Is  to  operate 
the  faciUties)  NAVFACENGCOM  will  be 
the  contracting  agency,  the  work  to  be 
financed  by  transfer  of  funds  from  the 
sponsoring  piocuring  activity  to  NAV 
FACEINGCOM.  However,  where  the  con¬ 
tract  is  made  between  the  sponsoring 
procuring  activity  and  the  producer,  the 
contract  shall  specify,  by  inclusion  of  the 
clause  in  §  737.7-602,  the  Commander, 
Naval  Facilities  Engineering  Command 
as  the  authorized  representative  of  the 
sponsoring  procuring  activity  with  re¬ 
spect  to  all  functions  in  relationship  to 
Civil  Works. 

(2)  The  functions  to  be  performed  by 
NAVFACENGCOM  under  this  directive 
shall  include  approving  the  selection  and 
compensation  of  an  architect  or  engi¬ 
neer;  approving  the  selection  and  fee  of 
a  general  building  contractor;  consent¬ 
ing  to  the  placement  of  any  subcontract 
for  Civil  Works;  approving  any  plans  or 
specifications;  approving  of  major  al¬ 
terations  or  increased  costs;  inspection, 
supervision,  administration  of  the  terms 
of  the  contract/subcontract  and  accept¬ 
ance  of  performance.  The  NAVFACENG 
COM  may  delegate  the  administration 
of  any  aspect, of  the  Civil  Works  where 
determined  feasible,  such  as  the  monitor¬ 
ing  of  compliance  with  labor  standards 
requirements.  The  NAVFACENGCOM 
has  cognizance  of  all  matters  relating  to 
the  acquisition  of  real  property  involved. 

(3)  Where  the  same  contract  includes 
Civil  Works  as  well  as  other  facilities, 
such  as  machine  tools,  production  equip¬ 
ment,  actual  operation  and  production, 
etc.,  NAVFACENGCOM  will  have  juris¬ 
diction  only  over  the  Civil  Works  con¬ 
struction  and  installation,  acting  as  tho 
authorized  representative  of  the  spon- 
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soring  procuring  suitivity.  However,  in 
certain  instances,  it  may  be  determined 
by  mutual  agreement  between  the  spon¬ 
soring  procuring  activity  and  NAVFAC- 
ENGCOM  to  be  advantageous  for  NAV- 
FACENGCOM  to  have  jurisdiction  over 
the  installation  of  the  complete  project 
including  machine  tools  and  production 
equipment  as  well  as  Civil  Works.  In  such 
instances,  upon  the  specific  request  of  the 
sponsoring  procuring  activity,  NAVFAC- 
ENGCOM  also  has  jurisdiction  over  the 
installation  of  the  machine  tools  and 
production  equipment  to  the  extent  de¬ 
fined  for  Civil  Works  under  (2)  above. 

(4)  This  directive  does  not  limit  the 
authority  of  the  sponsoring  procuring  ac¬ 
tivity  to  define  the  scope  of  the  Civil 
Works  project,  including  the  size,  capa¬ 
city,  and  operating  features  and  chaxac- 
teristics,  in  the  same  manner  as  Is  ex¬ 
ercised  with  respect  to  Public  Works  and 
Public  Utilities  by  a  primary  support 
agency. 

§  737.1—401—54  Responsibilities  Under 

Coordinated  Procurement. 

!  See  5  737.5-1102  and  §  737.5-2000. 

§  737.1—401—55  Contractor  Claims;  Pol¬ 
icies  and  Procedures. 

(a)  General.  The  effective  development 
and  production  of  major  weapons  sys¬ 
tems  within  the  policies  established  by 
DOD  Directive  5000.1  of  13  July  1971 
require  the  teamwork  and  singleness  of 
purpose  that  characterizes  successful  ac¬ 
quisitions.  Delay  in'  resolution  of  con- 
out  Impact  upon  the  business  relaticmship 
between  the  Navy  and  certain  of  ite 
major  contractors.  The  fallowing  policies 
and  (as  applicable)  procedures  shall 
apply  to  major  -veaixm  systems  procure¬ 
ments  and  also  to  contnurts  for  other 
than  major  weapon  systems. 

(b)  Definition.  The  term  “claim”  for 
the  purposes  of  this  5  737.1-401-55 
and  §  737.1-403-51(b)  (2)a(iii)  and  (b) 
<2)b(iv)  means  a  request  for  adjustment 
of  a  single  contract  involving  to  a  signif¬ 
icant  extent  a  “constructive  change” 
i.e.,  a  change  based  on  Government  con¬ 
duct,  including  actions  or  Inactions, 
which  is  not  a  formal  written  change  or¬ 
der  but  which  has  the  effect  of  requiring 
the  contractor  to  perform  work  different 
from  or  in  addition  to  that  prescribed  by 
the  original  terms  of  the  contract — or 
late  or  defective  Govemment-fumished 
property  or  information.  “Claim”  does 
not  mean  a  request  for  equitable  adjust¬ 
ment  solely  for  formal  written  change 
orders  or  price  adjustments  pursuant  to 
escalation  or  price  redeterminatioxi,  pro¬ 
visions  of  Public  Law  85-804,  or  other 
contract  as.sertions  or  adjustments  not 
enumerated  in  the  preceeding  sentence. 
When  claims  vmder  two  or  more  con¬ 
tracts  arise  from  the  same  or  essentially 
similar  operative  facts  and  are  based  on 
the  .>ame  theory  of  recovery,  such  claims 
shall  be  treated  as  a  “claim”  within  the 
definition  provided  above. 

(c)  Policies  Regarding  Submission, 
Entertainment  and  Documentation  of 
Claims.  (1)  Prompt,  Fair  and  Open  Deal¬ 
ings  uHth  Claimants.  Acquisition  pro¬ 
grams  must  be  conducted  in  a  manner 


calculated  to  minimize  the  occurrence  of 
claims.  Further,  those  claims  which  arise 
despite  appropriate  precautions  must  be 
resolved  as  promptly  as  prudence  permits 
by  those  most  directly  Involved.  The 
causes  of  claims  must  be  minimized 
through  realistic  planning  and  contract¬ 
ing.  careful  attention  to  the  action  re¬ 
quired  to  meet  the  Navy’s  obligations  and 
tight  control  over  the  changes  process. 
Occurrences  which  may  lead  to  claims 
mu.st  be  recognized  as  they  happen  and 
appropriate  action  initiated  promptly. 
Elements  of  Naval  activities  at  all  levels 
are  expected  to  face  claim  situations 
squarely,  report  them  to  the  appropriate 
levels  of  management,  take  prompt 
action  to  get  the  facts,  make  an  objective 
analysis,  and  seek  prompt  resolution. 
Dealings  will  be  fair  and  open  with  the 
exijectation  of  equal  consideration  from 
contractors. 

(2)  Composite  Formal  and  Informal 
Changes,  (i)  A  procuring  activity  nor¬ 
mally  can  distinguish  which  formal  writ¬ 
ten  change  orders  issued  under  a  con¬ 
tract  have  a  factual  interrelationship  to 
a  claim  and  which  changes  are  inde¬ 
pendent  of  the  claim.  Activities  shall 
normally  dissociate  the  latter  class  of 
changes  from  the  claim  and  process  and 
equitably  adjust  such  changes  in  the  nor¬ 
mal  fashion — ^i.e.,  in  accordance  with 
S  1.406(c)  (ix). 

(ii)  With  respect  to  those  formal  writ¬ 
ten  changes  as  to  which  the  contractor 
alleges  a  factual  or  other  inter-relation¬ 
ship  with  a  claim,  activities  should  exert 
every  effort  to  equitably  adjust  such 
changes  coupled  with  allowance  for  any 
disruption  or  delay  Impact  determined 
to  be  appropriate  by  the  procuring  activ¬ 
ity.  In  the  event  such  disruption,  delay 
or  other  claimed  impacts  cannot  be  cur¬ 
rently  resolved,  the  procuring  activity 
may  proceed  with  equitable  adjustments 
covering  the  inter-related  formal 
changes  coupled  with  usage  of  a  qualified 
release.  The  qualified  release  should 
specifically  identify  the  inter-relation¬ 
ship  with  the  contractor’s  claim  such  as 
delay  or  disruption  impacts  reserving  to 
the  contractor  the  right  to  pursue  and 
demonstrate  support  for  a  separate 
equitable  adjustment  therefor  tmder 
the  contract. 

(3)  Rejection  of  “Total  Cost”  and 
“Total  Time”  Based  Claims,  (i)  Contrac¬ 
tors  have  occasionally  submitted  claims 
based  on  “total  cost”  or  “total  time”  ap¬ 
proaches,  i.e.,  they  have  asserted  that  the 
government  was  wholly  responsible  for 
all  costs  incurred  in  excess  of  the  con¬ 
tract  price,  or  for  all  delay,  without  proof 
that  such  excess  costs  or  delays  were 
caused  by  government  conduct — not  by 
contractor  conduct  or  by  concurrent 
causes.  Yet  in  changes  claims  there  is  a 
well-established  requirement  to  demon¬ 
strate  casuality  between  the  change  and 
resulting  quantum.  This  derives  from  the 
terms  of  the  Cfiianges  clause  itself;  • 
if  any  such  change  causes  an  increase  or 
decrease  in  the  cost  of,  or  the  time  •  *  * 
for  •  •  •  performance  of  any  part  of  the 
work  •  •  •”  The  total  cost  approach  is 
suspect  because  it  assumes  that  the  con¬ 


tractor’s  initial  contract  price  was  rea¬ 
sonable;  that  the  government  alone 
caused  his  increased  costs;  and  that  the 
contractor’s  performance  costs  were  rea¬ 
sonable.  Only  in  few  rare  cases  has  the 
total  cost  approach  been  accepted,  and 
then  only  as  a  “last  resort” — when  the 
contracting  officer  did  not  make  the  sort 
of  equitable  adjiistment  required  by  the 
Cfiianges  clause  and  the  circumstances 
allowed  the  contracting  officer,  board,  or 
court  to  accept  the  three  fore-going  as¬ 
sumptions. 

(ii)  A  claimant  filing  a  total  cost  or 
total  time  based  claim  has  the  burden  of 
establishing  that  there  is  no  other  feas¬ 
ible,  acceptable  basis  for  computing  his 
increased  costs  or  delays.  He  must  prove 
that  there  is  no  way  of  correlating  gov¬ 
ernment  actions  and  omissions  to  his¬ 
torical  cost  elements  or  even  to  reason¬ 
ably  substantiated  cost  estimates.  If  the 
contractor  fails  to  sustain  this  burden, 
then  as  a  policy  matter  the  Navy  should 
reject  any  contractor  claim  premised  on 
a  “total  cost”  or  “total  time”  approach. 

(4)  Criteria  for  Submitting.  Docu¬ 
menting  and  Entertaining  Claims,  (i) 
Some  contractors  have  submitted  claims, 
portions  or  which,  upon  review,  are  found 
to  be  exaggerated,  inflated,  or  unsup- 
portable.  Cfialms  sometimes  fail  to  dif¬ 
ferentiate  between  factual  and  judg¬ 
mental  assertions  and  to  support  all 
assertions  with  specifically  identified  evi¬ 
dence.  Such  submission  can  delay  and 
frustrate  the  Navy’s  claim  review,  analy¬ 
sis  and  evaluation.  Accordingly,  It  Is 
necessary  to  take  steps  to  promote  more 
readily  renewable  claim  submissions  by 
establishing  requirements  for  the  eviden¬ 
tiary  doemnentary  documentation  of 
claims  and  by  requiring  responsible  con¬ 
tractor  officials  to  endorse  the  claims 
submitted. 

(ii)  The  general  criteria  for  informa¬ 
tion  required  to  support  claim  settle¬ 
ment  include  the  existence  of  a  legal 
basis  for  entitlement,  facts  meeting  the 
elements  of  proof  required  to  support 
the  basis  of  entitlement,  and  adequate 
factual  support  for  the  amounts  claimed. 
The  Navy  ^ould  require  a  proper  claim 
submission  on  the  basis  provided  in  the 
changes  clause,  namely,  a  basis  factually 
demonstrating  documented  scopes  of 
work  correlated  to  provable  Instances  or 
categories  of  government  liability.  The 
Navy  should,  in  all  cases,  require  demon¬ 
stration  of  casual  support  and  documen¬ 
tation  of  quantum,  in  as  much  specificity 
as  the  facts  will  permit. 

(iii)  Claimants  should  be  advised  that 
all  claim  assertions  must  be  supported  by 
specifically  Identified  evidence  (includ¬ 
ing  applicable  historical  and  planned 
cost  and  production  data  from  the  con¬ 
tractor’s  books  and  records),  and  that 
opinions,  conclusions  or  judgmental  as¬ 
sertions  not  supported  by  such  evidence, 
or  by  a  sound  and  reasonable  rationale, 
which  is  fully  discussed,  are  without 
probative  value  and  unacceptable. 

(iv)  An  individual  DD  Form  633-5 
shall  be  submitted  for  each  element  of  a 
contractor’s  claim  at  the  time  of  the  in¬ 
itial  claim  submission,  for  any  material 
revision  of  the  claim,  and  prior  to  the 
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execution  of  a  settlement  agreement  on 
the  claim. 

(V)  The  Navy  should  require,  at  the 
time  of  initial  submission  of  a  claim  an 
affidavit,  as  follows: 

I, _ *,  the  responsible  senior  company 

official  authorized  to  commit  the _ ** 

with  respect  to  Its  claim  dated _ _  under 

contract(s)  _ _  being  duly  sworn,  do 

hereby  depose  and  say  that:  (1)  the  facts 
described  In  the  claim  are  current,  complete 
and  accurate;  and  (11)  the  conclusions  In 
the  claim  accurately  reQect  the  material 
damages  or  contract  adjustments  for  which 
the  Navy  Is  allegedly  liable. 


(Signature) 

*Name  and  title  of  company  official  sign¬ 
ing  affidavit.  In  a  large  company,  signature 
by  the  head  of  a  plant  or  division  Is  accept¬ 
able,  If  such  Individual  is  authorized  to  com¬ 
mit  the  corporate  entity  which  Is  a  party  to 
the  contract  under  which  the  claim  la 
asserted. 

••Name  of  ewporate  or  other  business 
entity  submitting  claim. 

Unless  otherwise  authorized  in  writing  by 
NAVMAT,  claim  evaluations  should  not 
commence  imtil  an  appropriate  affidavit 
has  been  received. 

(vi)  Since  the  burden  of  proof  of  a 
claim  rest  with  the  claimant,  the  Navy 
should  reject  any  claims  which  fail  to 
meet  any  of  the  requirements  set  forth 
in  this  subparagraph  (c)  (3)  of  this  sec¬ 
tion.  The  rejection  should  be  accom¬ 
panied  by  an  indication  to  the  claimant 
of  the  areas  or  types  of  deficiencies  which 
form  the  basis  for  the  rejection.  Claim¬ 
ants  may  be  given  an  opportunity  to  re¬ 
submit  such  claims  in  the  proper  manner, 
unless  it  is  apparent  from  the  contrac¬ 
tor’s  submission  that  the  claim  is  with¬ 
out  foundation. 

(vii)  If,  after  resubmission  of  an  in¬ 
itially  rejected  claim,  and  thorough  re¬ 
view  and  evaluation  thereof  by  the  Navy, 
the  parties  are  unable  to  agree  upon  a 
settlement  of  the  claim,  the  Navy  i^ould 
not  normally  entertain  another  claim  re¬ 
submission.  Instead,  the  contracting  of¬ 
ficer  should  issue  a  final  decision  deter¬ 
mining  to  what  extent,  if  any,  the  claim 
is  acceptable  to  and  what  extent  it  should 
be  denied.  This  decision  is  subject  to  the 
notice,  review  and  approval  requirements 
provided  in  (e)  of  this  section. 

(viii)  Where  contractor  actions  or  in¬ 
actions  are  likely  to  result  in  a  claim  or 
to  delay  timely  and  equitable  resolution 
of  claim  Issues,  or  contract  performances 
may  be  impaired,  higher  level  assistance 
will  be  promptly  sought.  (See  also  §  737.- 
l-950(e)  (5)  and  (f) .) 

(d)  Documentation  of  Significant  Con¬ 
tract  Events.  (1)  General.  Proper  resolu¬ 
tion  of  contractor  claims  is  dependent 
upon  the  adequacy  of  both  the  available 
contractor  and  Government  information 
concerning  the  relevant  facts.  Effective 
presentation  and  analysis  of  a  claim  re¬ 
quires  the  contractor  to  reconstruct 
events,  actions,  circumstances  and  condi¬ 
tions  that  may  have  taken  place  long 
since.  This  reconstruction  process  is  com¬ 
plicated  by  the  impact  of  other  past 
transactions  and  events  that  are  not 
germane  to  the  Issues  involved  and  must 
be  separated  therefnxn.  Adequate  docu¬ 


mentation  is  the  key  to  the  Government’s 
ability  to  verify,  qualify  or  refute  matters 
which  a  contractor  presents  in  support 
of,  or  as  the  basis  of,  his  claim. 

(2)  Applicability.  A  record  of  signifi¬ 
cant  events,  in  accordance  with  para¬ 
graphs  (d)  (3) ,  (4)  and  (5)  of  this  sec¬ 
tion,  shall  be  maintained  by  the  Contract 
Administration  Office  with  respect  to: 

(1)  All  contracts  in  excess  of  $5,000,- 
000;  and 

(ID  All  contracts,  regardless  of  dollar 
amount,  concerning  which  the  officer  in 
charge  of  the  contract  administration 
office  has  determined  a  reasonable  pos¬ 
sibility  exists  that  a  claim  may  be  as¬ 
serted  thereunder. 

(3)  Record  of  Significant  Events.  Field 
Contract  administration  offices  shall 
maintain,  on  a  continuing  basis  (dally 
when  necessary),  a  record  narrative 
summarizing  significant  events  as  they 
occur  during  the  i>erformance  of  each 
contract  specific  in  paragraph  (d)(2)  of 
this  section.  The.  record  shall  document 
events  as  prescribed  in  paragraph  (d)  (4) 
of  this  section  with  the  type  of  informa¬ 
tion  described  in  paragraph  (d)T5)  of 
this  section.  The  record  shall  be  supple¬ 
mented  by  photographs,  references  to 
key  documents,  or  other  information  as 
necessary  and  appropriate,  to  assure  a 
complete  and  Independent  record  of  con¬ 
tractor  performance  in  the  event  of 
subsequent  claims. 

(4)  Events  to  be  Documented.  The  ^g- 
nificant  events  documented  shall  include, 
but  shall  not  be  limited  to.  those  matters 
which  have  a  bearing  upon  the  follow¬ 
ing  areas: 

(i)  Delivery  schedule  changes  or  prob¬ 
lems; 

(ii)  Drawings,  designs  and  specifica¬ 
tion  which  are  ambiguous,  defective  or 
impossible  of  performance; 

(ili)  Differences  in  interpretation  of 
contract  provisions; 

(iv)  Delay  and  disruption  of  contrac¬ 
tor  effort; 

(V)  Changes  in  method  or  sequence  of 
work; 

(vi)  Late  or  defective  Government  fur¬ 
nished  property  or  information; 

(vii)  Rejections,  rework,  waivers  and 
deviations; 

(viii)  Planned  vs.  actual  performance 
milestones; 

(ix)  Delays  in  Government  actions 
such  as  processing  engineering  change 
proposals,  consent  to  subcontracts  and 
review  of  technical  data; 

(x)  Contractor  error  and  non-compli¬ 
ance  with  contract  terms;  and 

(xi)  Any  other  Government  actions  or 
inactions  (excluding  formal  written 
change  orders)  which  have  the  effect  or 
requiring  the  contractor  to  perform  work 
different  from  that  prescribed  by  the 
original  terms  of  the  contract. 

(5)  Type  of  Information.  To  the  ex¬ 
tent  applicable,  the  following  informa¬ 
tion  concerning  each  event  recorded  shall 
be  provided: 

(i)  The  nature  and  pertinent  circum¬ 
stances  of  the  event; 

(ii)  ITie  date  of  the  event  and  the 
Identification  of  Government  and  con- 
tracUHT  personnel  Involved,  including 


name  and  function  of  the  respective  in¬ 
dividuals; 

(ili)  Identification  of  any  relevant 
document  involved; 

(iv)  The  substance  of  any  oral  com¬ 
munications;  and 

(V)  A  statement  concerning  the  pos¬ 
sible  consequences  or  effects  of  the  event 
described  upon  the  contract  cost,  sched¬ 
ule,  or  technical  performance,  including 
manner  or  sequence  of  performance. 

(6)  File  Maintenance.  The  records 
concerning  significant  events  shall  be 
kept  in  a  separate  folder  or  folders  for 
each  contract  and  Identified  as  the  “Sig¬ 
nificant  Events  File.”  Those  records 
which  are  already  maintained  separately 
as  part  of  the  contract  file  in  accordance 
with  ASPR  S2-102.2  need  not  be  includ¬ 
ed  in  the  Significant  Events  Pile.  Where 
pertinent  documents  needed  to  complete 
the  record  are  located  elsewhere  than  in 
the  contract  file,  copies  of  such  docu¬ 
ments  or  cross-references  thereto,  shall 
be  included  in  the  Significant  Events  File. 
All  non-factual  information  (l.e.,  opin¬ 
ions  and  conclusions  expressed  by  any 
representative  of  the  Contract  Adminis¬ 
tration  Office,  and  privileged,  legal  ad¬ 
vice  of  counsel)  contained  in  the  Signifi¬ 
cant  Events  Pile  shall  be  marked  “FOR 
OFFICIAL  USE  ONLY.” 

(e)  Claim  Reporting  Review  and  Ap¬ 
proval  Requirements  and  Procedures.  (1) 
Initial  Claim  Reports.  Cognizant  procur¬ 
ing  activities  shall  report  to  the  Chair¬ 
man,  NMC  Claims  Board  (MAT  02B)  all 
contractor  claims  which  exceed  a  pro¬ 
curing  activity’s  clearance  dollar  thresh¬ 
old  set  forth  in  §  737.1-403-51(b)  (1)  no 
later  than  one  (1)  week  following  receipt 
of  the  written- claim  from  the  contractor. 
All  field  procuring  installations  reports 
shall  be  forwarded  via  the  cognizant 
Command  to  the  Chief  of  Naval  Material 
(MAT  02B) .  Claim  reports  shall  be  in  the 
following  format: 

(1)  Contractor’s  name. 

(ii)  Contract  number;  supplies  or  serv¬ 
ices  procured;  contract  price,  target  price 
or  estimated  total  cost. 

(iii)  Amount  of  claim,  and  date  written 
claim  received. 

(iv)  Alleged  basis  of  claim  (e.g.,  species 
of  constructive  changes,  etc.) . 

(v)  Participating  activities  or  agencies 
(e.g.,  USAP,  by  MIRP) . 

(vi)  Assessment  of  validity  of  claim, 
where  possible. 

(vii)  Planned  handling  and  disposition 
of  claim.  Reports  shall  not  be  delayed  to 
obtain  information  elements  (f)  or  (g). 
Further,  procuring  activities  shall  main¬ 
tain  similar  records  for  claims  below 
their  reporting  threshold. 

(2)  Follow-Up  Claim  Reports.  At  the 
end  of  each  fiscal  quarter,  procuring  ac¬ 
tivities  which  submitted  initial  Claim  Re¬ 
ports  shall  submit  to  the  Chairman,  NMQ 
Claims  Board  (MAT  02B)  summary  Fol¬ 
low-Up  Claim  Reports  including  the  fore¬ 
going  seven  elements  of  Information  for 
each  reported  claim  and  shall  supple¬ 
ment  information  element  (g)  with  a 
milestone  plan  of  action  to  dispose  of 
the  claim  and  comments  on  progress  in 
such  disposition.  In  addition,  explain  all 
changes  of  dollar  amoimts  of  claims  un- 
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der  review,  or  before  the  ASBCA  or  Court 
of  Claims  from  the  prior  quarterly  re¬ 
port.  After  each  such  claim  is  resolved,  as 
provided  in  paragraph  (e)  (3)  of  this  sec¬ 
tion.  the  procuring  activity  shall  submit 
a  final  report  containing  the  amoimt  and 
factual  conclusions  supporting  settlement 


(i)  NMC  Claims  Board.  NMC  Claims 
Board  members  shall  consist  of  procure¬ 
ment  executives  designated  by  the  Com¬ 
manders,  Naval  Air,  Sea,  Supply,  Facil¬ 
ities  and  Electronic  Systems  Commands, 
and  shall  be  chaired  by  the  Deputy  Chief 
of  Naval  Material  (Procurement  and 


or  contracting  ofiScer’s  decision,  as  appli¬ 
cable.  Comments  should  be  Included  with 
respect  to  lessons  learned  and  corrective 
actions  taked  or  to  be  taken  to  preclude 
or  to  minimize  the  recurrence  of  the  cir¬ 
cumstances  leading  to  the  claim. 

(3)  Claim  Review. 


Claims  Board  will  include  a  legal  memo¬ 
randum.  At  a  minimum,  the  required 
legal  memorandum  should: 

(A)  Analyze  the  applicability  and  ade¬ 
quacy  of  the  contractor’s  legal  theory  or 
theories  of  Ck)vemment  liability. 


business  clearance  prescribed  by  S  737.1- 
403. 

(v)  Assistant  Secretary  of  the  Navy 
ilnstallations  and  Logistics).  At  the  end 
of  each  fiscal  quarter,  the  Chief  of  Naval 
Material  shall  submit  a  summary  of  all 
Naval  procuring  activity  Initial  and  Fol¬ 
low-Up  Claim  Reports  prepared  pursu¬ 
ant  to  paragraphs  (e)(1)  and  (2)  of  this 
section  to  the  Assistant  Secretary  of  the 
Navy  (Installations  and  Logistics).  In 
addition,  the  Chief  of  Naval  Material  or 
his  authorized  representative  shall  orally 
brief  and  secure  the  concurrence  of  the 
Assistant  Secretary  on  each  CNM  claim 
settlement  action  taken  if  the  approved 
settlement  exceeds  $10,000,000. 

(vi)  Provisional  Increases  in  Contract 
Prices.  Provisional  price  increases  or  pro¬ 
visional  payments  against  claims  will  be 
made  only  in  unusual  circumstances 
where  essential  to  continued  perform¬ 
ance.  Primary  emphasis  should  continue 
to  be  given  to  achieving  prompt  settle¬ 
ment  of  claims  thereby  obviating  the 
need  for  provisional  price  increases  or 
paymer.ts.  When  provisional  increases  in 
contract  prices  are  deemed  necessary, 
they  adll  be  submitted  to  the  NMC  Claims 
Board  for  approval  prior  to  contract 
modification.  The  justification  will 
include: 

(A)  Necessity  for  provisional  price  in¬ 
crease  or  provisional  payment  in  relation 
to  overall  corporate  financial  require¬ 
ments; 

(B)  Legal  memorandum  of  contrac¬ 
tor’s  entitlement  to  some  compensation; 

(C)  Contracting  ofiBcer’s  determina¬ 
tion  that  the  amount  of  ultimate  entitle¬ 
ment  to  compensation  wiU  equal  or  ex¬ 
ceed  the  amount  of  the  proposed  provi¬ 
sional  price  increase  or  provisional 
payment; 

(D)  The  extent  and  results  of  techni¬ 
cal,  administrative,  and  audit  review 
performed; 

(E)  Projected  date  of  settlement  of 
claim;  and 

(F)  Other  pertinent  information  (e.g., 
comment  as  to  whether  the  contractor 
has  reasonably  satisfied  all  requests  for 
documentary  and  analytical  support  of 
the  claimed  amount) . 

(f)  Implementation.  (1)  Procuring  ac¬ 
tivities  shall  give  wide  dissemination  to, 
and  implement,  the  policies  and  proce¬ 
dures  set  forth  herein.  Including  estab¬ 
lishment  of  the  appropriate  delineation 
of  authorities  within  each  activity. 

(2)  The  policies  stated  herein  shall 
apply  to  all  pending  and  future  contrac¬ 
tor  claims. 

(3)  Persons  and  Boards  required  to 
review  the  proposed  dispositions  of  con¬ 
tractor  claims  in  accordance  herewith 
shall  assure  that  the  policies  established 
herein  were  followed  in  the  entertain¬ 
ment  and  evaluation  of  the  claim  under 
review. 

§  737.1—401—56  Contractor  Appeals  to 
the  Armed  Services  Board  of  Con¬ 
tract  Appeals  (ASBCA)  ;  Policies  and 
Procedures. 

(a)  General.  The  Office  of  the  General 
Counsel  (OGC)  has  sole  litigation 
authority  for  all  appeals  under  Navy  con- 


Production)  or  his  designated  repre¬ 
sentative.  A  Deputy  General  Counsel  and 
a  representative  of  the  Navy  Comptroller 
shall  be  Claims  Board  advisors. 

(A)  The  NMC  Claims  Board  is  an  Ad¬ 
visory  Board  to  the  Chief  of  Naval  Mate¬ 
rial.  In  general,  the  NMC  Claims  Board 
will  review  contractor  claims  which  ex¬ 
ceed  a  procuring  awitivity’s  clearance  dol¬ 
lar  thr^hold  set  forth  in  I  737.1-403-51 
(b)(1).  The  NMC  Claims  Board  review 
will  not  be  required  in  (i)  cases  involv¬ 
ing  out-of-court  settlement  of  appeals 
pending  before  the  ASBCA,  (2)  cases 
where  the  ASBCA  or  Court  of  Claims  has 
decided  entitlement  issues  but  has  re¬ 
ferred  the  case  back  to  the  Navy  for 
quantum  determination,  pr  (3)  cases  on 
which  such  review  has  been  waived  by  the 
Chief  of  Naval  Material,  or  by  the  Deputy 
Chief  of  Naval  Material  (Procurement 
and  Production)  (see  S  737.1-401-56). 

(B)  For  each  final  decision  of  the  con¬ 
tracting  officer  denying  in  whole  or  in 
part  any  claim  requiring  review  by  the 
NMC  Claims  Board  as  prescribed  in  the 
preceding  paragraph,  the  proposed  deci¬ 
sion  shall  be  subject  to  approval  by  the 
Chairman,  NMC  Claims  Board,  At  the 
option  of  a  procuring  activity,  any  claim 
or  proposed  claim  settlement  or  final 
decision  of  the  contracting  officer  below 
an  activity’s  clearance  dollar  threshold 
may  be  submited  to  the  NMC  Claims 
Board  for  review  or  advice.  If  a  proposed 
settlement  is  below  the  foregoing  clear¬ 
ance  dollar  threshold,  the  Head  of  the 
Procuring  Activity  is  authorized  to  ap¬ 
prove  such  settlement.  If  a  proE>osed  deci¬ 
sion  is  below  the  foregoing  clearance 
dollar  threshold  but  the  amount  of  the 
contractor’s  claim  exceeds  such  thres¬ 
hold,  the  Head  of  the  Procuring  Activity 
must  first  obtain  clearance  from  the 
Chairman,  NMC  Claims  Board  before  is¬ 
suance  of  the  decision.  This  HPA  author¬ 
ity  may  not  be  delegated  to  any  official 
below  the  level  of  Deputy  or  Assistant 
Commander  for  Contracts  or  Director  of 
Contracts  Office  or  Directorate. 

(ii)  Requirement  for  Legal  Memoran¬ 
dum.  The  supporting  documentation  with 
respect  to  claim  actions  submitted  to  the 


(B)  Analyze  and  evaluate  the  presence 
and  adequacy  of  evidentiary  facts  satis¬ 
fying  the  elements  of  proof  required  by 
such  legal  theory  or  theories, 

(ill)  NMC  General  Board.  When  desig¬ 
nated  by  the  CNM,  the  NMC  General 
Board  shall  be  briefed  on  proposed 
contractor  claim  settlements  or  contract¬ 
ing  officer’s  decisions  which  are  over 
$10  million.  Prior  to  such  briefing, 
the  NMC  Claims  Board  shall  review 
the  proioosed  action  to  assure  that 
it  is  factually  and  contractually  sup¬ 
ported.  In  the  event  such  review  cannot 
be  completed  within  ten  (10)  working 
dasrs,  the  NMC  Claims  Board  shall  notify 
the  NMC  General  Board  of  the  reasons 
for  the  delay  and  the  anticipated  date 
of  completion  of  review.  The  NMC  Claims 
Board  Cliairman  or  his  designated  rep¬ 
resentative  shall  conduct  the  briefing  of 
the  NMC  General  Board,  outlining  all 
pertinent  technical,  cost  and  legal  infor¬ 
mation,  and  presenting  the  Claims 
Board’s  and  affected  procuring  activity’s 
recommendations,  and  minority  or  op¬ 
posing  viewpoints,  if  any.  The  Chairman, 
NMC  (Claims  Board  shall  prepare  a  de¬ 
cision  paper  cm  proposed  claim  settle¬ 
ments  or  final  decision  of  the  contracting 
officer  for  approval  or  disapproval  by  the 
Chief  of  Naval  Material.  Each  Cfiaims 
Board  SYSCOM  executive  shall  fully 
brief  his  SYSCOM  Commander  on  each 
proposed  claim  settlement  or  final  de¬ 
cision  prior  to  NMC  General  Board 
action.  To  facilitate  the  above-mentioned 
brifings,  the  SYSCOM  Claims  Board 
member  shall  prepare  and  submit  an 
executive  summary  of  the  claim  settle¬ 
ment  or  decision  to  the  Chairman,  NMC 
Claims  Board  (MAT  02B)  on  all  claims 
in  excess  of  $5  million.  Such  executive 
summary  shall  be  furnished  promptly 
after  claims  settlement  or  decision  is 
reached  by  the  Command. 

(iv)  Commitment  and  Clearance.  No 
settlement  commitment  or  final  decision 
shall  be  made  prior  to  receipt  of  approval 
by  the  NAVMAT  official  specified  above. 
When  a  proposed  settlement  exceeds  the 
procuring  activity’s  clearance  dollar 
threshold,  approval  of  the  settlement  as 
provided  above  shall  constitute  NAVMAT 


Amoant  of  elatm  Reporting  Reviow  ApproTal 


Less  than  clearance  dollar  value _ ...  Within  procarl ng  Procuring  activity _ Procuring  activity. 

«  activity. 

Clearance  dollar  value  or  higher,  but  not  MAT  02B . NMC  Claims  Board..  MAT  02B. 

more  than  SIO  million. 

More  than  $10  mllUoo . MAT  02B . NMC  Claims  Board  CNM  (with  ABN 

then  NMC  General  (I.  A  L.)  concur- 

Board  Briefing.  rence). 
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tracts  to  the  ASBCA.  Because  of  the  fre¬ 
quent  complexity  of  these  cases,  the  Of¬ 
fice  of  the  General  Counsel  and  the 
Command  or  other  procuring  activity  in¬ 
volved  should  maintain  the  continuity  of 
any  Navy  claim  team  which  might  have 
investigated  and  evaluated  the  contrac- 
'  tor’s  claim  submission.  Such  teams 
should  continue  to  function  in  an  assist¬ 
ing  capacity  under  the  leadership  of  the 
OGC  Trial  Attorney  assigned  to  handle 
the  appeal. 

(b)  Contracting  Officer  Decisions. 
Copies  of  all  executed  contracting  officer 
decisions  shall  be  forwarded,  at  time  of 
issuance,  for  appropriate  action,  to  the 
Contract  Appeals  Division  (CAD)  of  the 
Office  of  General  Counsel. 

(c)  Contractor  Notices  of  Appeal. 
When  a  notice  of  appeal  in  any  form  Is 
received  by  the  Command  or  other  pro¬ 
curing  activity,  the  Contracting  Officer  is 
required  by  Rule  3  of  ASBCA  Rules 
(§30.1)  to  forward  it  to  the  ASBCA. 
This  shoffid  be  done  by  Command  or 
other  procuring  Eictlvity  Counsel  on  be¬ 
half  of  the  Contracting  Officer,  with  a 
copy  to  the  Contract  Appeals  Division. 

(d)  Documentation  Requirements.  The 
Contract  Appeals  Division  shall  be  fur¬ 
nished  four  (4)  sets  of  the  documents 
pertinent  to  the  appeal  required  by  Rule 
4  of  the  ASBCA  Rules.  The  Contracting 
Officer  shall  compile  these  documents 
promptly  with  the  advice  and  assistance 
of  Command  or  other  procuring  activity 
Counsel.  These  Rule  4  docunjents,  which 
at  a  minimum  should  include  all  of  the 
documents  relied  upon  by  the  Contract¬ 
ing  Officer  in  reaching  a  final  decision, 
should  be  arranged  in  an  orderly  fashion 
(preferably  in  chronological  order),  in¬ 
dexed,  numbered  and  tabbed.  All  pages 
should  be  clear  and  legible.  If  additional 
documentation  is  deemed  to  be  heces- 
sary,  the  Contract  Appeals  Division  shall 
make  the  request  for  such  documentation 
and  if  it  is  available,  the  Contracting 
Officer  shall  furnish  said  documentation 
with  the  assistance  of  Command  or  pro¬ 
curing  activity  Counsel.  Rule  4  requires 
that  the  documents  be  filed  within  30 
days  after  receipt  of  the  notice  of  appeal. 
If  more  time  is  needed,  the  Contract  Ap¬ 
peals  Division  shall  be  advised  so  that 
it  may  request  an  extension  of  time  from 
the  ASBCA.  Such  extensions  shall  be  re¬ 
quested  only  when  necessary  and  not  as 
a  matter  of  course.  In  field  purchasing 
offices  not  having  assigned  Counsel,  the 
Contract  Appeals  Division  will  work  di¬ 
rectly  with  the  Contracting  Officer  in  ob¬ 
taining  the  Rule  4  documents.  Upon  re¬ 
ceipt  of  the  Rule  4  documents,  the  Con¬ 
tract  Appeals  Division  will  assume  the 
responsibility  for  transmitting  a  copy  to 
the  Board  and  for  meeting  the  additional 
requirements  of  Rule  4  with  reference 
to  the  appellant. 

(e)  Litigation  Report  Requirement. 
With  the  compilation  of  Rule  4  docu¬ 
ments,  a  comprehensive  litigation  report 
shall  be  forwarded  to  the  Contract  Ap¬ 
peals  Division.  At  a  minimum,  the  report 
should  include : 

(1)  A  detailed  narrative  statement  of 
facts  preferably  in  chronological  se¬ 
quence.  and  with  a  topical  segregation 


when  appropriate,  with  references  to  at¬ 
tached  supporting  documents  or  ex¬ 
pected  testimony.  If  such  a  statement 
was  previously  submitted  pursuant  to 
paragraph  (d)  of  this  section,  it  need 
not  be  submitted  a  second  time,  but 
should  be  supplemented  or  revised  if 
additional  information  becomes  avail¬ 
able  in  the  interim. 

(2)  An  analysis  and  evaluation  (classi¬ 
fied  as  attorney-client  privileged  In- 
formatioir)  of  the  factual  and  legal 
positions  of  both  sides,  the  available  evi¬ 
dence,  and  the  expertise  and  effective¬ 
ness  of  prospective  witnesses. 

(3)  The  Advisory  report,  if  any,  of 
any  Review  Board  or  Panel. 

(f)  Team  Cooperation.  Commands  or 
other  procuring  activities  shall  cooperate 
with  the  Contract  Appeals  Division  in 
connection  with  the  conduct  of  an  ap¬ 
peal.  Arrangements  for  staff  assistance 
and  support  in  the  development  of  the 
appeals  case  shall  be  effected  by  agree¬ 
ment  among  Trial  Attorney,  Command 
Counsel  and  the  Contracting  Officer. 

(g)  Matters  for  Clearance  with  the 
Contracting  Offlcer.  The  Contract  Ap¬ 
peals  Division  is  charged  with  the  re¬ 
sponsibility  for  defending  the  Navy’s  case 
before  the  ASBCA  as  contained  in  the 
Contracting  Officer’s  final  decision.  If, 
during  the  processing  of  an  appeal,  the 
Contract  Appeals  Division  Trial  Attor¬ 
ney  considers  that  any  aspect  of  the 
Navy’s  case,  as  set  forth  in  the  final  de¬ 
cision,  should  be  abandoned  or  sub¬ 
stantially  modified,  he  shall  obtain  the 
concurrence  of  the  Contracting  Offi¬ 
cer  before  entering  into  any  stipulation, 
consent,  or  other  action  or  disposition 
with  respect  to  such  issue  in  the  Appeals 
deliberations. 

(h)  Settlement  Negotiations  While 
Appeal  is  Pending  Before  the  ASBCA. 
The  conduct  of  settlement  negotiations 
in  connection  with  any  pending  appeal 
should  generally  be  accomplished  by  se¬ 
lected  team  consisting  of  the  Trial  At¬ 
torney  and  representatives  of  the  Con¬ 
tracting  Office  (including  Command  or 
procuring  activity  technical  personnel, 
comisel,  negotiator,  and  auditor  if  neces¬ 
sary)  .  Other  arrangements  may  be  made 
in  specific  cases  as  appropriate.  However, 
no  final  settlement  agreement  will  be 
made  without  the  written  approval  of 
the  Contracting  Offlcer.  When  a  settle¬ 
ment  is  made,  a  memorandum  shall  be 
prepared  by  the  negotiating  team  (and 
signed  by  all  team  members)  stating  the 
basis  and  reasons  therefor.  The  settle¬ 
ment  agreement  shall  be  drafted  by  the 
Command  and  Trial  Attorney.  The  Trial 
Attorney  shall  file  any  legal  papers  re¬ 
quired  to  be  filed  with  the  ASBCA  to 
effect  disposition  of  the  case  by  mutual 
agreement  of  the  parties. 

(i)  Appeals  Case  Remanded  to  Navy 
for  Quantum  Determination.  In  some  in¬ 
stances,  the  ASBCA  will  determine  that 
the  contractor  is  entitled  to  compensa¬ 
tion  with  respect  to  one  or  more  issues 
addressed  in  the  Contracting  Officer’s 
decision.  ’The  ASBCA  may  then  direct 
that  the  Navy  re-assume  responsibility 
of  the  claims  case  for  purposes  of  quan¬ 
tum  determination.  In  all  such  cases,  the 


Contracting  Officer  shall  arrange  for  a 
negotiating  team  to  be  established  to 
reach  mutual  agreement  with  the  con¬ 
tractor  with  respect  to  such  issue (s). 
Since  the  case  no  longer  is  considered 
a  pending  appeal,  the  attorney  for  the 
negotiating  team  shall  be  appointed  by 
the  appropriate  Command  or  Bureau 
Counsel.  No  final  settlement  agreement 
shall  be  made  without  the  approval  of 
the  Contracting  Officer. 

(j)  NMC  Claims  Board  Reviews.  Ne¬ 
gotiated  settlements  of  appeals,  pending 
before  the  ASBCA,  as  well  as  negotiated 
settlements  of  Appeal  issues  which  have 
been  remanded  to  the  Navy  for  quantum 
determination,  will  be  subject  to  ap¬ 
proval  by  the  Chairman  and  Legal  Ad¬ 
visor  of  the  NMC  Claims  Board,  if  the 
amount  of  any  such  settlements  exceeds 
the  Command's  or  other  procuring  ac¬ 
tivity’s  clearance  dollar  threshold.  Pro¬ 
posed  settlements  in  excess  of  $10,000,000 
require  concurrence  of  the  Assistant  Sec¬ 
retary  of  the  Navy  (Installations  and 
Logistics) . 

(k)  Contract  Modification.  Whenever 
contract  modification  and  other  contract 
documents  are  required  to  implement  a 
settlement  or  ASBCA  or  appellate  court 
decision,  they  should  reference  the 
ASBCA  proceedings  by  title  and  docket 
number. 

§  737.1—401—57  Navy  Claims  Against 
tlie  Contractor. 

(a)  General.  In  certain  Instances,  a 
basis  may  exist  for  a  Navy  claim  against 
a  contractor.  Such  claims  usually  take 
the  form  of  a  demand  for  an  equitable 
reduction  in  a  contract  price  or  for  the 
repayment  of  an  overpayment.  The  Navy 
claims  might  arise  from  numerous  causey 
such  as  identification  of  contractor  fail¬ 
ures  to  perform  in  accordance  with  spec¬ 
ifications  or  from  defective  pricing.  Of¬ 
ten,  these  claims  arise  incident  to  the 
factual  investigation  of  a  contractor’s 
claim  against  the  Navy,  in  which  case, 
they  are  referred  to  as  “counter  claims.’’ 
Regardless  of  how  a  claim  arises,  it  is 
essential  that  Navy  personnel  take 
prompt  action  to  document  the  bases  and 
reasons  for  the  claim  and,  when  possible, 
to  settle  claims  by  negotiation  with  the 
contractor. 

(b)  Claim  Reporting.  Cognizant  pro¬ 
curing  activities  shall  report  to  the 
Chairman,  NMC  Claims  Board  (MAT 
02B)  all  Government  claims  w'hlch  ex¬ 
ceed  $500,000  no  later  than  one  (1)  week 
following  assertion  of  the  claim.  Claim 
reports  shall  Include  information  similar 
to  that  required  under  §  737.1-401-55  (e) 

(1) .  Follow’-up  reports  shall  be  submitted 
quarterly  in  accordance  with  §  737.1- 
401-55(e) (2). 

(c)  Claim  Documentation.  Govern¬ 
ment  claims  shall  be  thoroughly  docu¬ 
mented.  ’The  same  standards  of  claim 
documentation  required  for  contractor 
claims  (see  §  737.1-401-55 (c) )  shall  also 
be  applicable  to  Government  claims. 

(d)  Contractor  Appeals.  In  the  event 
settlement  by  negotiation  cannot  be 
achieved,  a  Contracting  Officer’s  decision 
shall  be  promptly  Issued  In  accordance 
with  the  “Disputes”  procedure  of  the  per- 
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tineiit  contrax^t.  This  decision  shall  set 
forth  the  basic  facts  of  the  dispute  and 
the  details  of  the  Navy’s  claim  against 
the  contractor.  In  preparing  the  decision 
and  processing  the  dispute,  when  an  ap¬ 
peal  is  taken  by  the  contractor,  the  ap¬ 
peal  procedures  outlined  in  §  737.1-401- 
56  shall  be  followed. 

,§  737.1—103  Requircnieuls  T<»  IJt*  Mol 
Kntcring  Into  l'.onlra<-t.s. 

§  737.1-103-30  Business  Cloaraiiee. 

Business  clearance  is  the  required  ap¬ 
proval  by  the  Chief  of  Naval  Material 
of  the  business  aspects  of  proposed  con¬ 
tractual  actions.  Such  clearance  is  re¬ 
quired  pursuant  to  authority  derived 
from  the  Secretary  of  the  Navy  and 
§  1.403.  Although  there  is  a  regulatory 
basis  for  business  clearance,  the  Chief  of 
Naval  Material  uses  also  the  business 
clearance  procedure  as  a  means  of  moni¬ 
toring  procurement  operations  with  em¬ 
phasis  on  how’  well  those  operations  arc 
being  managed.  Reque.st  for  business 
clearance  is  submitted  on  a  business 
clearance  memorandum  and  consists  of 
two  parts  as  follows: 

(a)  Pre-Negotiation  Business  Clear¬ 
ance.  Upon  receipt  of  the  contractors 
proposals  and  audit  and  field  contract 
administration  reports,  and  upon  com¬ 
pletion  of  thorough  evaluation  of  tech¬ 
nical  aspects  and  price  and  contract 
terms,  a  pre-negotiation  business  clear¬ 
ance  memorandum  shall  be  prepared  set¬ 
ting  forth  all  significant  details  of  the 
proposed  contract  negotiation  and  the 
course  the  procuring  activity  proposes  to 
pursue  (see  §  727.1-403-52> .  Any  major 
change  in  the  pre-negotiation  business 
clearance  memorandum  proposed  by  the 
requisitioning  or  procuring  activity  or 
proposed  by  an  offeror  which  the  procur¬ 
ing  activity  desires  to  adopt  shall  be 
covered  by  a  revised  prenegotiation  busi¬ 
ness  clearance  memorandum. 

(b)  Post-Negotiation  Business  Clear¬ 
ance.  Negotiation  should  be  undertaken 
promptly  after  the  Chief  of  Naval  Ma¬ 
terial  approval  of  the  pre-negotiation 
business  clearance  memorandum,  with 
the  objective  of  submission  of  the  post¬ 
negotiation  business  clearance  within  30 
■  days  from  the  date  of  approval  of  the 
pre-negotiation  business  clearance  mem¬ 
orandum.  If  negotiations  are  not  com¬ 
pleted  within  60  days  after  appropal  by 
the  Chief  of  Naval  Material  of  the  pre¬ 
negotiation  clearance,  a  supplemental 
pre -negotiation  business  clearance  mem¬ 
orandum  is  required.  Such  clearance 
shall  include  the  reason  for  the  delay  and 
discussion  of  any  pertinent  changes  that 
have  occurred  since  submission  of  the 
pre-negotiation  clearance  memorandum. 
Upon  completion  of  negotiation,  the 
post -negotiation  business  clearance 
memorandum  shall  set  forth  in  detail 
the  negotiation  results  obtained,  in  ac¬ 
cordance  with  8  737.1-403-52.  No  com¬ 
mitment  shall  be  made  to  a  prospective 
contractor  prior  to  obtaining  the  chief 
of  Naval  Material's  approval  of  the 
post-negotiation  busine.ss  clearance 
memorandum. 

(c)  Waiter  of  Post-Negotiation  Busi¬ 
ness  Clearance.  The  post-negotiation 


business  clearance  may  be  waived  by 
the  Chief  of  Naval  Material  in  Individ¬ 
ual  cases.  For  activities  regulated  by 
§  737.1-403-51  (b)  (1)  a  and  b,  the  post¬ 
negotiation  clearance  may  be  w'alved  by 
the  Head  of  Contracts  of  the  SYSCOM 
concerned.  In  the  latter  case,  the  Head  of 
Contracts  shall  forward  a  memorandum 
for  record  to  the  Chief  of  Naval  Material 
outlining  the  reasons  for  the  waiver. 
While  the  Heads  of  Contracts  of  activi¬ 
ties  regulated  by  §  737.1-403-51  (b)  (1)  a 
and  b  are  not  required  to  obtain  ap¬ 
proval  to  waive  post-negotiation  clear¬ 
ances,  they  are  encouraged  to  seek  guid¬ 
ance  from  the  Chief  of  Naval  Material 
when  circumstances  w’arrant.  Generally, 
such  waivers  will  apply  only  if  the  final 
negotiated  po.sition  is  within  the  limita¬ 
tions  and  conditions  prescribed  by  the 
Chief  of  Naval  Material  in  its  approval 
of  the  pre-negotiation  business  clear¬ 
ance.  When  a  waiver  has  been  granted, 
a  memorandum  confirming  that  the  final 
agreement  negotiated  was  within  the 
limitation  prescribed  in  the  pre-negotia¬ 
tion  approval  shall  be  forw’arded  to  the 
Chief  of  Naval  Material  except  that,  if 
negotiations  ai’e  not  completed  within 
60  days  after  approval  of  the  pre¬ 
negotiation  clearance,  a  .supplemental 
pre-negotiation  clearance  is  required  as 
set  forth  in  (b)  above. 

(d)  Use  of  RAN  for  Clearance  Pur¬ 
poses.  In  individual  cases  of -justifiable 
urgency  which  necessitate  the  use  of 
either  a  letter  contract  or  a  CPFF  con¬ 
tract  to  be  negotiated  under  10  U.S.G. 
2304(a)  (11)  through  (16),  and  the  total 
estimated  amount  of  the  contract  ex¬ 
ceeds  the  dollar  thresholds  set  forth  in 
§  737.1-403-51  (b)(1).  Chief  of  Naval  Ma¬ 
terial  busine.ss  clearance  can  be  re¬ 
quested  and  granted  on  a  Request  for 
Authority  to  Negotiate  «RAN)  (see 
§  737.3-306) .  This  procedure  does  not  re¬ 
lieve  the  SYSCOM  or  other  procuring 
activity  from  providing  the  information 
required  by  §  737.1-403-52  in  the  RAN. 
Further,  the  RAN  or  APP  shall  contain  a 
separate  paragraph  titled  “Business 
Clearance  Aspects”  containing  the  in¬ 
formation  required  by  §  737.1-403-52. 

§  737.1—403—51  Biisin»'i^!«  0«‘j«rain'4*  Ih*- 

quiremeiitfr. 

(a)  Business  Clearance  Within  the 
Procuring  Activity.  (1)  Each  prociu’ing 
activity  shall  establish  requirements 
and  procedures  for  written  pre-negotia¬ 
tion  and  post-negotiation  business  clear¬ 
ance  similar  to  those  prescribed  in 
§  737.1-403-50,  for  procurements  and 
other  contract  actions  between  $100,000 
and  the  Chief  of  Naval  Material  clear¬ 
ance  dollar  values,  of  the  type  for  which 
the  Chief  of  Naval  Material  business 
cleai-ance  is  required  in  (b)  below. 

(2)  The  business  clearance  memo¬ 
randa  .shall  set  forth  the  evaluation  of 
the  contractor’s  proposals  and  the  meth¬ 
od  by  which  negotiations  are  planned  to 
be  accomplished  and  shall  be  approved 
within  the  procuring  activity  at  a  level 
higher  than  that  of  the  individuals  as¬ 
signed  to  the  negotiations.  The  results 
of  negotiations  shall  also  be  recorded 
and  approved  at  the  same  higher  level 
prior  to  the  execution  of  the  contract. 


This  Internal  approval  procedure  shall 
also  apply  to  business  clearance  procure¬ 
ment  actions  requiring  business  clear¬ 
ance  from  the  Chief  of  Naval  Material. 
This  documentation  shall  be  retained  in 
the  contract  file  of  the  procuring  activity 
concerned. 

(3)  A  copy  of  each  post-negotiation 
clearance  on  contract  actions  obligating 
less  than  the  clearance  dollar  values  set 
forth  m  §  737.1-403-51(b)  shall  be  sub¬ 
mitted  promptly,  together  with  a  copy  of 
the  related  pre-negotiation  clearance,  to 
the  Chief  of  Naval  Material  for  informa¬ 
tion  w’hen  such  actions  will  obligate 
amounts  above  the  following: 

-(i)  P’or  aircraft  (airframe)  and  ship 
construction  procurement:  $2,000,000. 

(ii)  For  all  other  procurements:  $1,- 
000,000  ($600,000  for  activities  regulated 
by  §  737.1-403-51  (b)(l)e). 

(4)  If  a  contract  is  to  be  aw’arded  by 

an  activity  regulated  by  §  737.1-403-51 
(b)(l)e  below,  and  Is  to  Include  special 
clauses  not  authorized  for  general  use 
which  may  affect  the  contract  price,  the 
information  specified  in  §  737.1-403-52 
(a)  (1)  (1)  (K) ,  together  with  a  copy  of 
the  procuring  activity’s  pre-  and  post¬ 
negotiation  business  clearance,  shall  be 
furnished  to  the  Chief  of  Naval  Material 
for  information.  If  a  contract  is  to  be 
awarded  by  an  activity  regulated  by 
§  737.1-403-52(a)  (1)  (i)  (K) ,  information 
to  include  special  clauses  specified  in 
§  737.1-403-52  (a)  (i)  (K) ,  ^  information 

and  business  clearances  specified  in  this 
subparagraph  (4)  shall  be  reviewed  by 
the  Head  of  Contracts,  or  in  his  absence, 
his  principal  deputy,  of  the  SYSCOM  or 
other  procuring  activity. 

(5)  The  Chief  of  Naval  Material 
(MAT  02)  will,  from  time  to  time,  re¬ 
view  procuring  activity  procedures  and 
records  as  appropriate  to  .assure  full 
compliance  with  paragraphs  (a)  (1) 
through  (4)  of  this  section. 

(b)  Procurement  Actions  Requiring 
Business  Clearance  by  the  Chief  of  Naval 
Material.  (1)  Clearance  Dollar  Thresh¬ 
olds.  Except  when  different  clearance 
dollar  thresholds  are  specified  in  para- 
graplvs  (b)  (2)  or  (3)  of  this  section, 
business  clearance  shall  be  obtained^ 
from  the  CTdef  of  Naval  Material  on  ail’ 
contract  actions  and  circumstances  set 
forth  in  this  §  737.1-403-51  (b)  when 
such  actions  will  obligate  amounts  above 
the  following; 

(1)  For  the  Naval  Air  Sy.stems  Com¬ 
mand,  the  Naval  Sea  Systems  Command 
and  the  Military  Sealift  Command: 
$10,000,000. 

(ii)  For  the  Naval  Electronic  Systems 
Command;  $5,000,000. 

(iii)  For  the  Automatic  Data  Proc¬ 
essing  Equipment  Selection  Office : 
$3,000,000. 

(iv)  For  the  Marine  Corps,  Aviation 
Supply  Office,  Ships  Parts  Control  Cen¬ 
ter,  the  Office  of  Naval  Research,  the 
Na'val  Facilities  Engineering  Command, 
the  Naval  Trahring  Equipment  Center, 
and  the  Naval  Regional  Procurement  Of¬ 
fice,  Los  Angeles:  $2,000,000. 

(v)  For  all  other  Navy  purchasing 
offices:  $1,000,000. 

(2)  Types  of  Contract  Actions.  Nego¬ 
tiated  Procurements.  Business  clear- 
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ance  for  negotiated  procurements  and 
other  types  of  action  shall  be  obtained 
from  the  Chief  of  Naval  Material  for 
the  following: 

(i)  A'cto  Procurements.  Business  clear¬ 
ance,  including  type  of  contract  clear¬ 
ance  for  multiple  Incentive  (FPI,  CPIP, 
and  CPAF)  contracts,  is  required  for  each 
contract  or  amendment  effecting  new 
procurement  which  by  itself,  or  by  the 
exercise  of  any  option  or  options  con¬ 
tained  therein,  would  obligate  the  Gov¬ 
ernment  in  a  sum  equal  to  or  exceeding 
the  specified  clearance  dollar  value. 
Business  clearance,  including  type  of  con¬ 
tract  clearance  for  multiple  incentive 
(FPI,  CJPIF  and  CPAF)  contracts.  Is  re¬ 
quired  for  any  contract  amendment 
which,  although  effecting  new  procure¬ 
ment  in  a  sum  less  than  the  specified 
clearance  valuq,  causes  the  aggregate 
obligation  under  the  contract  to  equal 
or  exceed  the  specified  clearance  dollar 
value.  In  all  cases  requiring  clearance  by 
reason  of  the  amount  of  the  aggregate 
obligation,  full  information  shall  be 
furnished  explaining  the  existing  por¬ 
tion  of  the  contract  being  amended  or  the 
prior  contract  providing  for  the  services 
being  continued.  Once  a  business  clear¬ 
ance,  including  type  of  contract  clear¬ 
ance  for  multiple  incentive  (FPI,  CPIP 
and  CPAF)  contracts,  has  been  obtained 
because  of  the  aggregate  obligation  rule 
in  the  case  of  a  contract  amendment,  a 
further  such  business  clearance  is  re¬ 
quired  only  when  a  subsequent  amend¬ 
ment,  in  itself,  is  in  an  amoimt  which 
equals  or  exceeds  the  clearance  value 
specified  in  §  737.1-403-51  (b)  (1). 

(ii)  Letter  Contracts,  Advance  Pro¬ 
curement  Contracts,  and  Long  Lead- 
time  Amendments.  Business  clearance 
must  be  obtained  from  the  Chief  of 
Naval  Material  (MAT  02)  for  award  of 
letter  contracts,  advance  procurement 
contracts  and  long  leadtime  amend¬ 
ments,  and  from  the  Chief  of  Naval  Ma¬ 
terial  for  other  actions  concerning  these 
contracts  and  amendments  as  follows: 

(A)  Contract  Action  or  Circumstance. 
Except  as  provided  in  paragraph  (b)  (2) 
(ii)  (B)  of  this  section,  a  business  clear¬ 
ance  must  be  obtained  for: 

(f)  The  award  of  a  letter  contract,  ad¬ 
vance  procurement  contract  and  long 
leadtime  amendment  when  the  total  esti¬ 
mated  amount  exceeds  the  dollar  thresh¬ 
old  set  fbrth  in  §  737.1-403-51  (b)  (1) . 
Award  of  letter  contracts,  advance  pro¬ 
curement  contracts  and  long  leadtime 
amendments  that  do  not  require  Cfiiief 
of  Naval  Material  (MAT  02)  business 
clearance,  must  be  approved  by  the  Head 
of  Contracts,  or  in  his  absence,  by  his 
principal  deputy.  Further,  such  letter 
contracts,  advance  procurement  con¬ 
tracts  and  long  leadtime  amendments 
proposed  by  activities  controlled  by 
§  737.1-403-51(b)  (1)  (V)  must  be  ap¬ 
proved  by  the  Deputy  Commander  for 
Procurement  Management.  Naval  Sup¬ 
ply  Systems  Command  prior  to  issue. 
This  authority  may  not  be  redelegated. 
Further,  the  Head  of  Contracts  shall  sign 
a  memorandum  for  the  record  regarding 
the  salient  aspects  of  the  letter  contract. 
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advance  procurement  contract  or  long 
leadtlme  amendment,  and  setting  forth 
a  firm  schedule  for  definition  and  con¬ 
version.  This  memorandum'shall  be  sub¬ 
mitted  to  the  CHiief  of  Naval  Material  no 
later  than  five  (5)  days  after  award  of  a 
letter  contract,  advance  procurement 
contract,  or  long  leadtime  amendment, 
except  that,  this  memorandum  shall  not 
be  required  if  the  procurement  has  pre¬ 
viously  been  approved  on  a  Request  for 
Authority  to  Negotiate  (RAN) . 

(2)  The  extension  of  the  time  period 
required  for  definitizatlon  of  the  letter 
contract,  advance  procurement  contract 
and  long  leadtime  amendment,  or  any 
increase  in  the  maximum  Government 
liability  regardless  of  the  authority  for 
the  award,  including  paragraph  (b)  (2) 
(ii)  (B)  of  this  section. 

(3)  Any  increase  in  scope  beyond  the 
work  scope  initially  specified  in  the  letter 
contract,  advance  procurement  contract 
and  long  leadtime  amendment,  except  for 
contract  changes,  imless  such  changes 
themselves  require  business  clearance 
pursuant  to  §  737.1-403-51  (b)  (2)  (ill) ; 
and 

(4)  Conversion  of  the  letter  contract, 
advance  procurement  contract  and  long 
leadtime  amendment  to  a  definitive  con¬ 
tract  whose  dollar  value  equals  or  ex¬ 
ceeds  the  clearance  dollar  value  for  the 
particular  procuring  activity  as  set  forth 
in  §  737.1-403-51  (b)  above.  If  the  letter 
contract,  advance  procurement  contract 
or  long  leadtime  amendment  is  definl- 
tlzed  at  a  dollar  value  less  than  the  clear¬ 
ance  dollar  value  for  the  particular  pro¬ 
curing  activity,  written  notification  of 
such  definitizatlon  to  the  Chief  of  Naval 
Material  (MAT  022)  is  required. 

(B)  Exeeption.  When  it  is  determined 
that  a  letter  contract  is  the  proper  con¬ 
tractual  instrument  for  a  procurement 
designated  “QRC”  (Quick  Reaction 
Capability)  or  “RDC”  (Rapid  Develop¬ 
ment  Capability) ,  as  such  procurements 
are  defined  in  applicable  SECNAV  direc¬ 
tives,  such  letter  contract  does  not  re¬ 
quire  the  approval  of  the  Chief  of  Naval 
Material  (MAT  022). 

(C)  Clearance  Documents.  Letter  con¬ 
tract,  advance  procurement  contract,  or 
long  leadtime  amendment  business 
clearance  approval  may  be  obtained  on 
any  of  the  following  documents: 

(f)  RAN  (Request  for  Authority  to 
Negotiate,  Form  NAVEXOS  2750)  or 

(2)  RAC  (Request  for  Authority  to 
Contract,  Form  NAVEXOS  2760) . 

(D)  Definitization  Time  Limitations 
and  Maximum  Government  Liability 
Under  the  Letter  Contract.  §  3.408 
(c)  (3)  and  (4)  govern,  respectively. 
Justification  for  the  definitizatlon  sched¬ 
ule  and  maximum  Government  liability 
to  be  included  in  the  letter  contract  shall 
be  detailed  in  the  business  clearance. 

(E)  Exceptions  to  ASPR  Definitization 
Time  Limitations  or  Maximum  Liability. 
Authorization  by  the  Chief  of  Naval 
Material  to  issue  a  letter  contract  shall 
constitute  approval  to  any  requested  ex¬ 
ceptions  to  the  limitations  on  the  time 
for  definitization  or  maximum  Govern¬ 
ment  liability  prescribed  by  S  3.498(c) 
(3)  and  (4),  respectively. 
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(ill)  Amendments  and  Changes.  Ex¬ 
cept  for  contract  amendments  incorpo¬ 
rating  the  settlement  of  contractor 
“claims”  (see  §  737.1-401-55) ,  business 
cle£u:ance  is  require  for  all  amendments 
pursuant  to  contract  clauses  such  as 
those  entitled  “Changes,”  or  “Govern¬ 
ment  Property,”  or  other  contract  pro¬ 
visions,  which  would  effect  an  equitable 
adjustment  of  a  contract,  either  as  to 
price,  estimated  cost,  or  fixed  fee,  as  the 
case  may  be,  provided  the  proposed  ad¬ 
justment  amounts  to  or  exceeds  the 
specified  clearance  dollar  value,  regard¬ 
less  of  whether  the  original  contract  re¬ 
quired  business  clearance. 

(iv)  Unpriced  Items.  Business  clear¬ 
ance  is  required  for  any  amendment 
which  would  obligate  the  Government  to 
pay  a  definitive  price  of  the  specified 
clearance  dollar  value  or  more  for  a  pre¬ 
viously  unpriced  item  or  items  of  a  con¬ 
tract  or  for  any  item  or  items  previously 
priced  only  an  a  maximum  price  or  per¬ 
centage  allocation  basis. 

(V)  Options.  Business  clearance  is  re¬ 
quired  for  each  exercise  or  pricing  of  an 
option  or  options  which  would  obligate 
the  Government  to  pay  the  specified 
clearance  dollar  value  or  more  notwith¬ 
standing  the  fact  that  business  clearance 
had  been  previously  obtained  for  the 
contract  containing  such  option  or  op¬ 
tions.  A  pre-negotiation  business  clear¬ 
ance  proposing  to  definitively  price  an 
option  prior  to  the  expiration  date  shall 
be  submitted  at  least  30  days  prior  to 
the  expiration  date  of  the  option. 

(vl)  Billing  Prices.  Chief  of  Naval  Ma¬ 
terial  business  clearance  is  not  required 
for  billing  price  amendments.  In  lieu  of 
NAVMAT  business  clearance,  billing 
price  amendments  are  to  be  reviewed 
and  approved  prior  to  execution  by  the 
Head  of  Contracts  of  the  SYSCOMS  and 
other  procuring  activity.  Interim  billing 
price  amendments  for  provisioned  item 
orders  under  a  contract  for  such  items  as 
spare  parts,  special  support  equipment, 
etc.,  exclusive  of  those  issued  by  Inven¬ 
tory  Control  Points  and  other  stock 
points  for  supply  purposes,  shall  not  ex¬ 
ceed  50  percent  of  the  contractor’s  pro¬ 
posed  price  for  those  orders.  Business 
clearance  shall  be  required  when  it  is 
proix)sed  to  provide  an  interim  billing 
price  in  excess  of  50  percent  of  the  pro¬ 
posed  price  for  such  provisioned  items 
and  for  any  subsequent  Increase  tJtiereof. 

(vil)  Basic  Ordering  Agreements  and 
Indefinite  Delivery  Contracts.  Business 
clearance  is  required  for  the  basic  con¬ 
tract  Instrument  prior  to  placement  of 
Individual  orders  to  justify  the  type  of 
contract,  including  a  description  of  the 
type  of  material  or  service  to  be  covered, 
the  ordering  period,  the  approximate 
total  dollar  value  estimated  to  be  placed 
imder  the  contract,  the  timing  and  pro¬ 
cedure  for  pricing  individual  orders  and 
the  major  contract  provisions.  (How¬ 
ever,  oiily  one  business  clearance  sub¬ 
mission  combining  the  pre-  and  post- 
negotiation  requirements  is  necessary). 
Approval  of  such  business  clearance  is 
limited  to  the  features  of  the  proposed 
basic  ordering  agreement,  or  Indefinite 
Delivery  Type  contract.  Individual  orders 
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placed  thereunder  ai-e  individually  sub¬ 
ject  to  the  requirements  of  §  737.1-403, 
though  justification  for  the  basic  con¬ 
tract  previously  approved  by  the  Chief 
of  Naval  Material  need  not  be  repeated. 

(viii)  Cost-Plus‘Award-Fee  Contracts. 
The  clearance  dollar  value  on  business 
clearance  covering  cost-plus-award-fee 
contracts  is  established  as  follows: 

(A)  For  the  Naval  Air  Systems  Com¬ 
mand,  and  Naval  Sea  Systems  Com¬ 
mand:  $2,000,000. 

(B)  For  all  other  Navy  procuring  ac¬ 
tivities  and  the  Marine  Corps:  $1,000,000. 

(C)  If  the  dollar  value  of  the  proposed 
contract  is  greater  than  those  in  para¬ 
graphs  (b)  (2)  (viii)  (A)  and  (B)  of  this 
section,  but  less  than  the  specified  clear¬ 
ance  value  set  forth  in  §  737.1-403-51 
(b)  above,  the  clearance  need  contain 
only:  (1)  Propriety  of  and  basis  for  se¬ 
lection  of  cost-plus-award-fee-type  of 
contract  (2)  details  of  evaluation  cri¬ 
teria  and  procedures  to  be  included  in 
the  proposed  contract  w’hich  wiU  be  used 
In  determining  the  amount  of  award  fee 
earned:  and  (3)  statement  as  to  the 
proposed  base  fee  and  maximum  fee.  In 
these  cases,  the  clearance  memorandum 
shall  be  labeled  on  its  face  as  a  “Type-of- 
contract;  (2)  details  of  evaluation  cri- 
Contract  Clearance”  and  shall  be  sub¬ 
mitted  prior  to  negotiation.  Only  a 
memorandum  of  accomplishment  need 
he  submitted  if  the  objective  of  the 
pre-negotiation  clearance  are  achieved. 

(ix)  Redeterminations  for  FPI  and 
CPIF  Contracts.  Business  clearance  is 
required  for  every  agreement  or  amend¬ 
ment  redetermining  or  revising  the  price 
or  fee  of  a  contract  pursuant  to  an  incen¬ 
tive  price  or  incentive  fee  revision  clause 
or  other  price  or  fee  redetermination 
clause,  provided  the  redetermined  or  re¬ 
vised  price  is  of  a  value  at  or  in  excess 
of  the  specified  clearance  dollar  value, 
notwithstanding  the  fact  that  the  final 
price  or  incentive  fee  amount  is  propo.sed 
at  no  change  in  the  existing  price.  The 
business  clearance  for  the  Final  Rede¬ 
termination  of  an  FPI  contract  shall  also 
state  whether  the  contractor  has  met 
warranty  and/or  performance  specifica¬ 
tions  in  the  contract  and  will  state  the 
status  of  any  equitable  price  adjustment 
required.  No  amendment  providing  for 
an  increase  in  contract  price  pursuant  to 
a  final  redetermination -of  contract  price 
will  be  processed  without  effecting  an 
equitable  downward  price  adjustment 
when  it  is  determined  that  the  TTontrac- 
tor  has  failed  to  meet  contract  guaran¬ 
tees  and/or  contract  performance  speci¬ 
fications.  However,  the  Contracting  Offi¬ 
cer  may  effect  such  an  amendment  if  an 
amount  is  withheld  that  is  in  the  best 
interest  of  the  Government,  pending  the 
settlement  of  the  equitable  downward 
price  adjustment.  When  cost  incentive 
provisions  are  the  only  incentive  in  a 
CPIF  contract  for  which  business  clear¬ 
ance  had  previously  been  required,  only 
an  informational  business  clearance 
memorandum  shall  be  submitted  to  the 
Chief  of  Naval  Material. 

<x)  Redetermination  After  Comple¬ 
tion.  Business  clearance  is  required  for 
a  new  contract  or  amendment,  regard¬ 


less  of  dollar  amount,  providing  for  ret¬ 
roactive  price  redetermination  after  com¬ 
pletion.  (See  §  3. 404-6 (c)  for  limitation 
on  use  of  this  type  of  contract) . 

(xi)  Price  Adjustment  Under  War¬ 
ranty  Clauses.  Business  clearance  is  re¬ 
quired  for  any  price  adjustment,  regard¬ 
less  of  dollar  amoxmt,  negotiated  pursu¬ 
ant  to  a  guaranty  clause,  warranty  pro¬ 
vision,  or  arising  from  failure  to  meet 
contract  specifications,  provided  the  re¬ 
lated  contract  itself  is  of  a  dollar  amount 
which  required  business  clearance  in  ac¬ 
cordance  with  this  §  737.1-403-51.  The 
price  adjustment  may  be  submitted  in  a 
separate  business  clearance  memoran¬ 
dum  from  other  price  adjustments  under 
the  contract. 

(xii)  Split  Awards.  Business  clearance 
is  required  W'here  split  awards  are  made 
to  two  or  more  sources,  provided  the  ag¬ 
gregate  total  amount  of  all  wards  equals 
or  exceeds  the  specified  clearance  dollar 
value. 

(xiii)  Nero  Industrial  Facilities.  Post¬ 
negotiation  business  clearance  only  is 
required  for  each  new  Industrial  facilities 
contract  or  amendment  obligating  tlie 
Government  to  an  amount  over  $200,000 
and  less  than  $500,000.  This  business 
clearance  requirement  is  waived  if  there 
has  been  express  comdination  and  con- 
cxirrence  of  the  proposed  action*  by  the 
cognizant  contract  branch  or  equivalent 
contract  organization  within  the  pur¬ 
chasing  or  procuring  activity  concerned, 
and  if  such  coordination  is  indicated  in 
the  project  request  submitted  in  accord¬ 
ance  with  NAVMATINST  4S60.13A  (In¬ 
dustrial  Facilities  Program).  Clearance 
dollar  value  shall  be  based  on  acquisition 
cost.  Bu.siness  cleai*ance  within  the  pro¬ 
curing  activity  is  required  and  informa¬ 
tion  copies  of  such  internal  clearance 
shall  be  submitted  to  the  Chief  of  Naval 
Material.  On  facilities  contract  actions 
over  $500,000,  a  request  for  business 
clearance  is  required  to  be  submitted 
separately  or  as  a  part  of  the  project  re¬ 
quest  submitted  in  accordance  with 
NAVMATINST  4860. 13A  (Industrial 

Facilities  Program). 

(xiv)  Special  Contract  Cost  Reporting 
Requirements.  Business  clearance  is  re¬ 
quired  for  use  of  PIR  (Procurement 
Information  Reporting) ,  NAVMAT  Form 
4260/1  (Contract  Functional  Cost-Hour 
Report)  and  DD  Form  1177  (Cost  In¬ 
curred  on  Contract)  and  for  any  devia¬ 
tion  in  reporting  peimitted  of  the  gen¬ 
eral  instructions  for  preparation  of  the 
form  regardless  of  the  dollar  value  of  the 
procurement.  A  description  of  the  pix)- 
gram  and  the  circumstances  making  the 
use  of  this  report  desirable  shall  be  made 
in  the  contract  (A)  to  require  the  con¬ 
tractor  to  prepare  and  submit  the  report 
and  (B)  for  any  deviations  or  omissions 
from  required  reporting  authorized  by 
the  business  clearance. 

(xv)  Special  Requirements.  In  indi¬ 
vidual  cases,  the  Chief  of  Naval  Material 
(MAT  02)  may  specifically  require  other 
procurements  regardless  of  dollar  value 
to  be  submitted  for  business  clearance. 

(xvi)  Multiple  Incentive  Type  Con¬ 
tracts.  In  addition  to  any  other  business 
clearance  requirements  hereof,  the  busi¬ 


ness  clearance,  both  informational  or 
formal,  for  all  incentive  contracts  equal 
to  or  exceeding  the  dollar  amounts  speci¬ 
fied  in  §  737.1-403-5 Kb)  (2)  (viii)  of  this 
section,  which  contain  performance  or 
delivery  incentives,  shall  mclude  there¬ 
with  an  original  and  two  copies  of  an 
attachment  which  sets  forth  a  summary 
of  the  incentive  features  of  the  contract 
(see  §  737.1-403-52(a)(l)(iii)). 

(c)  Advertised  Procurements  (Includ¬ 
ing  SmaJl  Business  Restricted  Advertis¬ 
ing) .  Business  clearance  for  formally 
advertised  procurements,  including  two- 
step  formal  advertising,  shall  be  obtained 
from  the  Chief  of  Naval  Material  for  the 
following: 

(1)  Sole  Bidders.  For  each  award  to 
a  sole  bidder  if  the  award  by  itself,  or  by 
the  exercise  of  any  option  contained  in 
the  resulting  contract,  would  obligate  the 
Government  in  an  amount  equal  to  or 
exceeding  the  clearance  thresholds  set 
forth  in  §  737.1-403-51  (b)  (1). 

(2)  Options.  Whether  or  not  business 
clearance  may  have  been  obtained  for  a 
contract  awaixi  containing  an  option  or 
options,  business  clearances  is  required 
for  each  exercise  of  an  option  or  options 
which  would  obligate  the  Government  to 
an  additional  amount  equal  to  or  exceed¬ 
ing  the  dollar  values  set  forth  in 
§  737.1-403-61  (b)(1). 

(3)  Prioe  Revision  Clause.  For  any 
amendment  of  a  contract  after  award  in¬ 
serting  a  clause  providing  for  price  re- 
determination,  price  escalation,  or  any 
other  type  of  price  revision;  and  any 
agreement  or  amendment  effecting  re¬ 
determination  of  the  price  of  a  con¬ 
tract  pursuant  to  a  redeteimination 
clause  contained  therein  if  the  contract 
previously  obligated  the  Government  to 
pay  $1,000,000  or  more  and  notwithstand¬ 
ing  the  fact  that  the  redetermination  is 
proposed  at  no  change  in  the  existing 
contract  price. 

(4)  Amendments  Pursuant  to  Con¬ 
tract  Provisions.  Except  for  contract 
amendments  incorporating  the  settle¬ 
ment  of  contractor  “claims”  (see  §  737.1- 
401-55),  business  clearance  is  required 
for  any  amendment,  pursuant  to  contract 
clauses  such  as  those  entitled  “Changes,” 
or  “Government  Property,”  or  other  con¬ 
tract  provisions,  which  would  effect  an 
equitable  adjustment  of  the  price  of  a 
contract,  provided  price  adjustment 
amomits  to  or  exceeds  the  dollar  values 
set  forth  in  |  737.1-403-51  (b)  (1) . 

(5)  New  Procurement.  For  any 
amendment  effecting  new  procurement 
which  by  itself,  or  by  the  exercise  of  any 
option  or  oiotions  contained  therein, 
would  obligate  the  Government  to  an 
amount  equal  to  or  exceeding  the  dollar 
values  set  forth  in  §  737.1-403-51  (b)  (1) . 
An  amendment  effecting  new  procure¬ 
ment  in  an  amount  less  than  that  speci¬ 
fied  in  §  737.1-403-51  (b)  (1) ,  but  causes 
the  aggregate  obligation  under  the  con¬ 
tract  to  equal  or  exceed  the  dollar  values 
set  forth  in  §  737.1-403-51  (b)  (1)  will  re¬ 
quire  business  clearance:  and  in  this  con¬ 
nection,  full  information  explaining  the 
existing  portion  of  the  contract  will  be 
furnished.  Subsequent  amendments,  in 
amounts  less  than  those  specified  in  this 
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subparagraph  b.  do  not  require  author¬ 
ity  to  contract. 

(6)  Price  Adjustment  Under  War~ 
ranty  Clause.  For  any  amendment  which 
would  effect  a  price  reduction,  regardless 
of  dollar  amoimt,  which  is  negotiated 
pursuant  to  a  guaranty  clause,  warranty 
provision,  or  failure  to  meet  contract 
specifications,  provided  the  related  con¬ 
tract  itself  is  of  a  dollar  amount  of 
$1,000,000  or  more.  The  price  adjustment 
shall  be  submitted  in  the  form  of  a  sepa¬ 
rate  business  clearance  whether  such 
price  negotiations  are  a  part  of,  or  sepa¬ 
rate  from,  other  price  adjustments  un¬ 
der  the  contract. 

(d)  Special  Circumstances  for  Certain 
Naval  Activities.  (1)  Naval  Air,  Elec¬ 
tronic,  and  Sea  Systems  Command. 

In  ad^tion  to  the  clearance  required  in 
§  737.1 — 403-51(b)  (1)  and  (2)  above,  for 
NAVAIRSYSCOM.  NAVELECSYSCOM, 
and  NAVSEASYSCOM,  the  clearance 
value  of  $10,000,000  ($5,000,000  for 

NAVELECSYSCOM)  is  subject  to  the 
following  conditions: 

(i)  The  Head  of  Contracts,  or  in  his 
absence,  his  principal  deputy  shall  ap¬ 
prove  contract  actions  between  $1,000,000 
and  $10,000,000  ($5,000,000  for  NAVEL 
ECSYSCOM)  in  the  following  circiun- 
stances; 

(A)  Departure  from  a  procurement 
plan  set  forth  in  connection  with  an  au¬ 
thority  to  negotiate  previously  granted 
by  the  Chief  of  Naval  Material,  specifi¬ 
cally  with  respect  to  the  degree  of  com¬ 
petition  Involved,  or  the  use  of  an 
advanced  contract  type.  This  approval 
action  does  not  preclude  the  need  to  ful¬ 
fill  RAN  and  APP  procedures  set  forth  in 
S  737.3-306  and  §  737.1-2100,  respectively. 

(B)  Award  to  other  than  the  low  of¬ 
feror,  in  whole  or  in  part.  Including  split 
awards  when  award  is  made  to  other 
than  the  consecutive  low  offerors. 

(C)  Employment  of  an  incentive  con¬ 
tract  based  on  factors  other  than  cost, 
such  as  performance  and/or  delivery. 
Clearance  review  in  such  cases  applies 
to  the  propriety  of  the  proposed  incen¬ 
tive  features,  with  reference  to  other 
aspects  of  this  procurement.  The  busi¬ 
ness  clearance  shall  include  the  complete 
rationale  to  support  the  use  of  such  in¬ 
centives  and  how  the  Government  will 
benefit  from  the  incentives  applied.  All 
business  clearances  containing  perform¬ 
ance  incentives  shall  be  accompanied  by 
a  written  endorsement  thereof  by  the 
Project  Manager. 

(il)  Post-negotiation  business  clear¬ 
ance  review  before  award  will  be  re¬ 
quired  in  all  cases  by  a  supervisory  eche¬ 
lon  higher  than  the  Branch  level  in  the 
Contracts  Division  (see  §  737.1-403-51 
(b)). 

(iii)  Business  clearance  memoranda 
may  be  formulated  to  the  Chief  of  Naval 
Material  for  review  and  approval  on 
contracts  between  $1,000,000  and  $10,- 
000,000  ($5,000,000  for  NAVELECSYS 
COM)  (although  not  otherwise  required 
by  this  NPD)  when,  in  the  opinion  of  the 
Systems  Command,  controversial,  sensi¬ 
tive  or  other  issues  on  proposed  contracts 
warrant  such  action. 

2)  Contract  Administration  Office 
Contractual  Actions,  (i)  The  Chief  of 


Naval  Material  business  clearance  dollar 
value  on  both  pre-negotiation  and  post- 
negotiation  business  clearance  covering 
contractual  actions  negotiated  and  to 
be  executed  by  the  Contract  Administra¬ 
tor  is  required  only  when  the  dollar 
amount  to  be  obligated  exceeds  the  Sys¬ 
tems  Command  or  procuring  activity 
(whose  contract  is  to  be  amended)  Chief 
of  Naval  Material  clearance  dollar  value 
threshold.  However,  a  post-negotiation 
business  clearance  shall  be  approved  by 
the  SYSCOM  or  other  procuring  activity 
whose  contract  is  being  amended  for 
actions  between  $1,000,000  and  regular 
clearance  dollar  threshold.  The  clesirance 
dollar  vaJue  also  applies  to  orders  under 
basic  ordering  instruments.  When  orders 
under  such  instruments  are  subject  to 
annual  pricing  or  pricing  at  a  stated 
time  or  point  of  production  (such  as  40 
percent  of  deliveries)  and  are  not  indi¬ 
vidually  priced  at  tiiqe  of  such  annual 
or  periodic  pricing  and  not  at  the  time  of 
order  issuance. 

(ii)  The  Contract  Administrator  shall 
submit  requests  for  business  clearances 
via  the  procuring  activities  initiating  the 
procurement  action  when  the  proposed 
contract  exceeds  the  Systems  Command 
or  procuring  activity  specified  Chief  of 
Naval  Material  clearance  dollar  value,  or 
such  lower  dollar  limitations  as  my  be 
established  by  the  Systems  Command  or 
procuring  ‘activity. 

(iii)  The  Chief  Naval  Material  busi¬ 
ness  clearance  dollar  value  on  post- 
negotiation  business  clearance  may  be 
increased  to  $5,000,000  when  circum¬ 
stances  warrant.  Requests  to  increase 
this  value  shall  be  submitted  to  the  Chief 
of  Naval  Material  (MAT  02)  and  shall  in¬ 
clude  specific  reasons  and  time  period  for 
which  the  increase  is  required. 

(3)  Utility  Contracts.  Prior  to  execut¬ 
ing  any  contract  for  electric  power,  gas 
(natural  or  manufactured),  water,  or 
other  utility  service,  and  irrespective  of 
the  amount  thereof,  business  clearance 
shall  be  obtained  from  the  Naval  Facili¬ 
ties  Engineering  Command  in  accord¬ 
ance  with  requirements  of  5  737.5- 
2003-1. 

(e)  Other  Clearance  Procedures.  (1) 
The  approval  of  a  business  clearance  does 
not  in  itself  constitute  approval  to  de¬ 
viate  from  the  provisions  of  ASPR  and 
NPD.  Except  as  provided  in  §  737.1- 
109-51,  deviations  must  be  identified  and 
approval  to  deviate  must  be  specifically 
obtained  from  the  Chief  of  Naval  Ma¬ 
terial  (MAT  02)  in  accordance  with 
§  737.1-109. 

(2)  Copies  of  approved  business  clear¬ 
ance  memoranda  or  any  portions  thereof, 
including  any  related  Chief  of  Naval  Ma¬ 
terial  conditions  of  approval  and  the  in¬ 
formation  required  by  §  3.811,  shall 
be  furnished  to  the  cognizant  Defense 
Contract  Audit  Agency  officer  and  the 
ACO  in  accordance  with  3.811. 

(3)  In  addition  to  the  foregoing  re¬ 
quirements  for  Chief  of  Naval  Material 
business  clearance,  procurmg  activities 
shall  advise  the  Chief  of  Naval  Material 
of  any  proposed  procurement  action 
which  will  be  precedent  setting,  contro¬ 


versial  or  sensitive.  Upon  notification  of 
such  a  proposed  procurement  action,  the 
Chief  of  Naval  Material  may  require 
submission  of  a  Request  for  Authority  to 
Contract. 

§  737.1—403—52  Content  of  Businehs 

Clearance  Memoranda. 

(a)  A  business  clearance  memoran¬ 
dum  shall  be  prepared  and  submitted  to 
the  Chief  of  Naval  Material  (MAT  032) 
in  duplicate  (original  plus  1  copy)  cm  the 
forms,  “Requests  for  Authority  to  Con¬ 
tract”  (NAVEXOS  2760)  or  “Request 
for  Authority  to  Accept  Redetermined 
Price”  (NAVEXOS  2762)  as  appUcable. 
This  paragraph  describes  in  bro^  terms 
the  type  of  i^ormation  which  should  be 
submitted  in  the  “Justification”  portion 
of  the  NAVEXOS  forms  2760  and  2762. 
In  general,  the  purpose  of  the  justifica¬ 
tion  is  to  establish  that  the  proposed 
procurement  conforms  both  to  Navy  pro¬ 
curement  policies  and  to  good  business 
practice.  The  Business  Clearance  Mem¬ 
orandum  shall  fully  explain  the  costing 
and  pricing  aspects  of  the  proposed  pro¬ 
curement  and  provide  detailed  informa¬ 
tion  with  respect  to  any  unusual  features 
in  the  proposed  procurement.  It  should 
briefly  outline  the  dates  of  the  proposed 
contractor’s  quotation  and  subsequent 
negotiations  and  steps  taken  by  the  nego¬ 
tiator  to  secure  adjustment  or  explana¬ 
tion  of  any  questionable  features  of  the 
proposed  contract  pricing,  together  with 
the  results  obtained. 

(1)  For  approval  of  a  proposed  defini¬ 
tive  contract  or  amendment,  (i)  Each 
prenegotiation  Business  Clearance  Mem- 
orandiun  shall  contain,  or  be  accom¬ 
panied  by,  the  following  Information,  to 
the  extent  possible  before  negotiation: 

(A)  A  description  of  the  supplies  or 
services,  showing  the  number  of  units, 
the  unit  price,  and  the  extension  of  total 
contract  amount  being  procured  (when 
the  Business  Clearance  Memorandum 
covers  a  contract  amendment,  the 
amount  of  the  original  contract  and  all 
amendments  made  previously  to  the  in¬ 
stant  clearance  should  be  set  forth  in  the 
space  provided  on  the  cover  page  under 
caption  “Contract  Amount(s)”) ; 

(B)  A  citation,  on  the  cover  page,  of 
the  particular  paragraph  of  10  U.S.C. 
2304  permitting  the  negotiations,  includ¬ 
ing  any  Class  Determination  and  Find¬ 
ing  (CDF)  number  previously  assigned 
to  an  approved  CDF  applicable  to  the  in¬ 
stant  Business  Clearance  Memorandum, 
and  an  indication  of  the  date  of  the  ap¬ 
proval  of  either  the  required  Determina¬ 
tion  and  Finding  (D&F)  or  the  statement 
of  the  contracting  officer  authorizing  the 
negotiation  (if  there  is  knowledge  or  pre¬ 
vious  procurements  for  the  same  or  simi¬ 
lar  items  effected  by  means  of  formal 
advertising  or  Informal  competition, 
state  the  justification  for  the  presented 
in  an  applicable  Negotiation  Clearance 
Memorandum) ; 

(C)  The  extent  to  which  competition 
was  solicited  and  secured  (if  no  competi¬ 
tion  was  solicited,  a  statement  as  to  the 
reasons  therefor) ; 

(D)  Data  on  the  proposed  contractor's 
financial  stability  if  the  proposed  con¬ 
tractor  is  one  with  whom  the  procuring 
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activity  has  had  on  previous  contracting 
experience.  (It  is  of  prime  importance 
that  the  proposed  contractor’s  current 
balance  sheet,  profit  and  loss  statement, 
and  other  financial  statements,  such  as  a 
cash  fiow  sheet,  be  secured  and  carefully 
reviewed  by  the  procuring  activity  if  httle 
is  known  of  his  financial  position.  A 
sununation  of  this  financial  analysis  es¬ 
tablishing  the  proposed  contractor’s  fi¬ 
nancial  stability  shall  be  included  in  the 
Business  Clearance  Memorandum.  As 
suggested  in  §  737.31-202,  where  there  is 
doubt  that  a  prospective  contractor  has 
the  financial  capacity  or  credit  resources 
considered  essential  to  the  i>erformance 
of  a  contemplated  contract,  especially 
when  the  contemplated  contract  would 
clearly  overextend  the  working  capital 
PKisition  of  the  prospective  contractor, 
the  contracting  ofiBcer  should  refer  the 
case  to  the  Chief  of  Naval  Material 
(MAT0243),  and,  in  appropriate  cases, 
the  contracting  oflBcer  and  the  Chief  of 
Naval  Material  (MAT0243),  Mter  deter¬ 
mining  that  no  satisfactory  alternative 
sources  of  supply  are  readily  available  on 
terms  equally  as  favorable  to  the  Govern¬ 
ment,  should  prior  to  or  concurrent  with 
the  submission  of  any  required  Business 
Clearance  Memorandum,  consult  with 
the  Comptroller  of  the  Navy  to  determine 
whether  financing  can  prodently  be  ar¬ 
ranged.  (The  Business  Clearance  Memo¬ 
randum  should  explain  in  the  "Justifica¬ 
tion”  the  presence  of  any  such  financial 
aspects  of  the  proposed  contract); 

(E)  When  applicable,  a  statement  that 
approval  of  advance  payments  has  been 
secured  in  accordance  with  the  require¬ 
ments  of  §  30.5.  (The  cover  page  of  the 
Business  Clearance  Memorandum  carries 
check  blocks  to  indicate  any  proposed 
advance  payments,  and  an  amplifying 
statement  thereof  shall  be  included  in 
the  "Justification”  in  the  body  of  the 
clearance  memorandum  as  well  as  a 
statement  as  to  the  presence  in  the  pro¬ 
posed  contract  of  any  requirement  for  a 
guaranteed  loan,  as  discussed  in  §  737.31- 
202  or  a  direct  loan  under  Section  302  of 
the  Defense  Production  Act  of  1950) ; 

(F)  [Reserved] 

(G)  A  complete  cost  estimate  ("Cost 
Breakdown”),  together  with  the  nego¬ 
tiator’s  analysis  of  tlie  estimated  cost 
(The  negotiator’s  analysis  should  con¬ 
tain  a  comparison  of  cost  factors  pro¬ 
posed  in  the  instant  case  with  (1)  ac¬ 
tual  or  estimated  cost  factors  iised  in 
earlier  contracts,  using  the  same  cost 
centers  of  the  same  supplier  or  cost  cen¬ 
ters  of  other  sources  having  recent  con¬ 
tracts  for  the  same  or  similar  item,  (2) 
any  known  recent  operating  statements 
of  the  proposed  contractors,  and  (3) 
any  pertinent  (jovemment-conducted 
audits  of  the  proposed  contractor’s  rec¬ 
ords.  The  negotiator’s  analysis  should 
further  indicate  whether  the  labor  rates 
used  in  estimating  costs  arc  (4)  current 
or  projected  rates,  (5)  average  rates  for 
the  company  as  a  whole,  or  for  a  parti¬ 
cular  division  or  for  the  particular  de¬ 
partments  which  will  perform  the  Instant 
work,  or  (6)  specific  individual  rates  of 
the  personnel  who  will  perform  the  work. 

,  The  proposed  contractor’s  cost  data  shall 


be  furnished  on  the  cost  breakdown  form 
“CTontract  Pricing  Proposal”  (DD  Form 
633),  or  other  form  permitted  by 
§  16.206.  In  the  case  of  a  redetermined 
price  or  a  final  price  in  the  case  of  an  in¬ 
centive  type  contract,  furnish  cost  break¬ 
down  (DD  Form  784)  with  the  nego¬ 
tiator’s  analysis,  or  alternate  form  as 
provided  in  §  16.207.  One  copy  of 
the  proposed  contractor’s  current  and 
properly  executed  cost  breakdown,  to¬ 
gether  with  all  required  supporting  data, 
shall  accompany  the  Business  Clearance 
Memorandum  for  retention  by  the  Chief 
of  Naval  Material  (MAT  022)  ; 

(H)  If  the  proposed  contract  is  of  the 
cost-type,  with  or  without  a  fixed  fee,  an 
explanation  as  to  whether  the  various 
burden  rates  used  in  estimating  costs  are 
(1)  to  be  provisionally  used  for  reim¬ 
bursement  proposed  pending  the  deter¬ 
mination  of  fixed  burden  rates,  or  (2) 
rates  previously  negotiated  for  a  past  pe¬ 
riod,  and  state  the  period,  or  (3)  for 
estimating  purposes  only,  with  reim¬ 
bursement  to  be  on  a  true  cost  basis  de¬ 
termined  after  full  government  audit  (If 
paragraphs  (a)(l)(i)(H)  (I)  or  (2)  of 
this  section  are  present,  an  explana¬ 
tion  should  be  set  forth  of  the  basis  used 
in  establishing  the  burden  rates.  The 
negotiator’s  analysis  should  further  indi¬ 
cate  whether  the  labor  rates  used  in  esti¬ 
mating  costs  are  (4)  current  or  projected 
rates,  (5)  averse  rates  for  the  company 
as  a  whole,  or  for  a  particular  division,  or 
for  the  particular  departments  which  will 
perform  the  Instant  work,  or  (6)  specific 
Individual  rates  of  the  personnel  who  will 
perform  the  work) ; 

(I)  A  Justification  of  the  reasonable¬ 
ness  of  the  proposed  contractor’s  esti¬ 
mated  profit  or  fixed  fee,  considering 
such  factors  as  any  competitive  elements, 
established  proficiency  of  performance, 
extent  of  the  risk  assumed  by  the  pro¬ 
posed  contractor,  and  nature  and  extent 
of  contribution  to  the  defense  effort, 
character  of  the  proposed  contractor’s 
normal  business,  the  extent  of  subcon¬ 
tracting  in  the  instant  case  and  the 
reasons  therefor,  capital  employed,  and 
such  other  factors  as  are  appropriate; 

(J)  A  price  comparison  with  previous 
purchases  for  the  same  or  similar  sup¬ 
plies  or  services,  with  an  explanation  of 
variances  in  quantities,  production  rates, 
and,  when  known,  cost  factors; 

(K)  An  original  and  one  copy  of  each 
special  clause  affecting  price  proposed  for 
use  but  not  authorized  for  general  use, 
together  with  a  full  explanation  of  its 
purpose  and  a  statement  of  its  approval 
by  Counsel  for  the  procuring  activity  (or 
where  field  purchasing  activities  under 
the  cognizance  of  the  Naval  Supply  Sys¬ 
tems  Command  have  no  Counsel,  a  state¬ 
ment  of  approval  by  Counsel  for  that 
Systems  Command) ; 

(L)  With  respect  to  Government-fur¬ 
nished  material  or  Government-provided 
facilities,  equipment,  tooling  or  other 
property.  Including  any  public  or  civil 
works-type  facilities: 

(1)  Where  such  property  is  to  be  pro¬ 
vided,  (i)  a  full  description  thereof,  (ii) 
the  estimated  dollar  value  thereof,  (Hi) 
the  basis  of  evaluation  for  price  compari¬ 


son  with  competitors,  and  (iv)  the  basis 
of  rental  change,  if  rental  is  Involved; 

(2)  Where  no  such  property  is  to  be 
provided,  a  statement  to  that  effect;  and 

(3)  Where  the  providing  of  any 
property  or  the  extent  thereof  has  not 
been  determined  and  is  left  open  for 
future  resolution,  a  detailed  explanation; 

(M)  When  applicable,  a  statement  of 
such  approval  as  may  be  required  by  any 
reviewing  authority  heretofore  or  here¬ 
after  established.  (If  a  request  for  any 
such  approval  has  been  made  but  ap¬ 
proval  has  not  been  received,  state  the 
date  and  to  whom  such  request  was 
made;  if  no  request  for  approval  has  as 
yet  been  made,  set  forth  the  anticipated 
date  and  recipient  of  such  request) ; 

(N)  When  the  proposed  contract  is  to 
contain  a  price  redetermination  clause 
other  than  an  incentive  type,  a  copy  of 
any  special  redetermination  clause  or  a 
reference  to  the  standard  clause  proposed 
for  use  together  with  a  statement  of  the 
"target  point”  and  the  date  on  which 
the  "target  point”  is  estimated  to  occur 
and  also  a  statement  as  to  compliance 
with  §  737.1-403-52(a)(l)(i)(G)  (The 
"target  point”  for  redetermination  may 
be  set  at  a  point  when  either  an  approxi¬ 
mate  percentage  of  deliveries  has  been 
made  or  an  approximate  percentage  of 
manufacturing  costs  has  been  incurred, 
normally  at  no  earlier  than  40  percent 
and  no  later  than  50  percent  of  manu¬ 
facturing  costs  incurred  under  the  pro¬ 
posed  contract.  Consideration  should  be 
given  to  the  proposed  contractor’s  ac¬ 
counting  periods  when  the  “target  point” 
is  set.) 

(O)  When  an  incentive  type  contract 
is  proposed,  a  reference  to  the  standard, 
or  a  copy  of  any  special,  clause  proposed 
for  use  together  with  a  table  showing  the 
proposed  incentive  imttem; 

(P)  When  apphcable,  a  copy  of  any  re- 
qviired  approval  or  statement  (as  differ¬ 
entiated  from  a  D&P  or  CDF)  jiistifying 
the  negotiation  of  a  contract  or  an 
amendment  under  the  authority  of  10 
U.S.C.  2304; 

(Q)  A  statement  of  the  extent  to 
which  Federal  excise  taxes  have  been 
deleted  from  the  proposed  contractor’s 
quoted  price  by  use  of  tax  exemption 
certificates; 

(R)  A  statement  as  to  the  considera¬ 
tion  given  to  broadening  of  the  Industrial 
base  by  the  establishment  of  sources  ad¬ 
ditional  to  those  previously  utilized  for 
the  proposed  supplies  or  services; 

(S)  When  applicable,  a  statement  of 
the  date  of  any  exemption  to  the  Buy 
American  Act  granted  by  the  Secretary, 
or  if  the  request  for  such  exemption  has 
not  been  submitted,  state  the  anticipated 
date  of  such  submission  in  accordance 
with  §  737.6-104-4(a) ; 

(T)  On  all  proposed  contracts,  as  de¬ 
fined  in  §  1.201-4,  w'tth  a  dollar 
amount  of  $5,000,000  or  more  a  state¬ 
ment  as  to  (f )  the  extent  of  subcontract¬ 
ing  of  complete  units  or  major  compo¬ 
nents  estimated  for  the  Instant  contract: 
(2)  the  total  dollar  amount  of  imcom- 
pleted  contracts  now  held  by  the  partic¬ 
ular  plant  or  division  of  the  propiosed 
contractor,  and  also  set  forth  the  segre¬ 
gated  dollar  amoimt  of  governmental 
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contracts  Included  In  such  total;  £uid 
(3)  an  estimate  of  the  months  of  pro¬ 
duction  represented  by  the  uncompleted 
contracts  set  forth  under  paragraph 
(a)  (1)  (1)  (T)  (2)  of  this  section; 

(U)  In  connection  with  any  contract 
for  experimental,  developmental;  or  re¬ 
search  work,  a  statement  as  to  (i)  the 
nec^sity  for  Govemment-fumlshed 
facilities,  if  any  are  included,  (2)  the 
nature  and  extent  of  any  related  produc¬ 
tion  work  that  will  be  carried  on  by  the 
contractor,  and  (3)  the  nature  and  ex¬ 
tent  to  which  production  contracts  may 
be  awarded  as  a  result  of  such  experi- 
mentjd,  developmental,  or  research  work 
and  the  extent  to  which  such  production 
contracts  may  be  awarded  to  the  con¬ 
tractor  who  is  to  perform  the  experi¬ 
mental,  developmental,  or  research  work; 

(V)  Any  supplemental  cost  data  ob¬ 
tained  from  the  contractor  prior  to 
negotiations; 

(W)  When  use  of  a  progress  payments 
clause  is  contemplated,  a  specific  state¬ 
ment  will  be  included  in  the  clearance 
memoranda  indicating  compliance  with 
§  30.5  pertaining  to  the  conditions  to  be 
met  precedent  to  inclusion  of  a  progress 
payments  clause  or  Justification  for  any 
departure  therefrom. 

(X)  Identification  by  area  of  respon¬ 
sibility  of  the  members  of  the  negotiating 
team  who  participated  in  the  cost  and 
technical  evaluations  and  those  who  are 
expected  to  participate  in  negotiations 
(This  will  include  any  personnel  not  di¬ 
rectly  assigned  to  the  procuring  activity, 
such  as  representatives  of  the  field  con¬ 
tract  administrators) ; 

(Y)  The  approximate  date  of  begin¬ 
ning  negotiations.  . 

(Z)  When  other  than  a  fixed-price 
type  of  contract  is  to  be  used,  a  reference 
to  the  Contract  Audit  Division’s  advice 
onJ,he  proposed  contractor’s  accoxmting 
system  and  action  thereon  (see  S  737.3- 
803). 

(AA)  A  niunbering  of  the  clearance 
memorandiun  in  the  manner  prescribed 
In  5  737.1-403-53, 

(BB)  A  copy  of  the  contractor’s  pro¬ 
posed  make-or-buy  plan  if  required  by 
5  3.902-2(b). 

(CC)  A  statement  as  to  whether  the 
contractor  has  an  approved  procure¬ 
ment  system  and  if  so,  the  date  such 
system  was  last  reviewed. 

(DD)  For  all  letter  contract  or  long 
lead  time  amendment  conversions,  the 
cover  page  of  the  clearance  (if  a  clear¬ 
ance  is  required)  shall  clearly  state  that 
it  is  a  letter  contract  or  long  lead  time 

amendment  conversion  to  a _ 

type  contract.  The  outset  of  the  clear¬ 
ance  shall  state  the  history  of  the  letter 
contract  or  long  lead  time  amendment 
(i.e.,  when  it  was  entered  into,  the  date 
of  the  contractor’s  proposal  or  proposals, 
date  of  DCAA/CAS  reports,  the  percent 
of  costs  incurred,  the  percent  of  physical 
completion  of  the  contract,  and  if  appli¬ 
cable,  the  reasons  for  delay  in  conver¬ 
sion)  . 

(EE)  A  citation  to  the  approved  Ad¬ 
vanced  Procurement  Plan  and  a  state¬ 
ment  that  the  business  clearance  is  in 
conformity  with  the  APP.  If  an  APP 
has  not  been  prepared  and  approved  or 


If  any  departure  from  the  approved  APP 
is  being  made  in  this  business  clearance, 
a  complete  explanation  of  the  reasons 
therefor  shall  be  provided. 

(FP)  When  required  by  SECNAVINST 
5000.1  of  13  March  1972,  the  certification 
prescribed  by  paragraph  G2c  of  enclosure 
(3)  thereof. 

(ii)  Each  post-negotiation  Business 
Clearance  Memorandum  shall  contain,  or 
be  accompanied  by,  the  following  infor¬ 
mation: 

(A)  The  results  of  negotiation,  includ¬ 
ing  any  material  changes  from  the  ap¬ 
proved  pre-negotiation  clearance,  in  suf¬ 
ficient  detail  so  that  both  clearance 
papers  refiect  an  adequate  record  of  the 
negotiation.  Information  already  fur¬ 
nished  in  the  pre-negotiation  Business 
Clearance  Memorandum  need  not  be  re¬ 
peated  if  no  material  change  resulted 
from  the  negotiations. 

(B)  The  actual  date  of  negotiation 
and  identification  of  the  participating 
personnel. 

(C)  When  the  contracting  ofiBcer  has 
required  a  Certificate  of  Churent  Cost  or 
Pricing  Data  In  accordance  with  S  3.807-3 
(excluding  requests  made  to  Canadian 
Commercial  Corporation) : 

(1)  A  properly  executed  copy  of  the 
Certificate  of  Current  Cost  and  Pricing 
Data. 

(2)  Any  supplemental  cost  data  ob¬ 
tained,  or  a  summary  thereof,  such  as 
written  documents  or  oral  presentations 
of  actual  cost  data  (material  prices, 
labor  hours,  labor  rates,  overhead  rates, 
etc.) . 

(3)  An  evaluation  of  the  supplemen¬ 
tal  data,  its  effect  upon  cost  trends,  and 
the  degree  to  which  it  supports  or  justi¬ 
fies  the  prices  negotiated  with  the  con¬ 
tractor. 

(D)  In  accordance  with  §  12.808-3,  a 
statement  regarding  requests  for  pre- 
award  compliance  check  of  non-exempt 
contracts. 

(iii)  All  business  clearances  above  or 
below  the  applicaWe  clearance  threshold, 
which  contain  multiple  incentives,  shall 
contain  the  complete  rationale  support¬ 
ing  the  usage  of  the  cost,  performances 
and/or  delivery  incentives  and  explain 
how  the  contractor  is  to  be  motivated  by 
the  incentives,  why  the  incentive  on  per¬ 
formance  is  necessary,  and  how  the  (Gov¬ 
ernment  will  benefit  from  the  incentives. 
All  business  clearances  containing  per¬ 
formance  incentives  shall  be  accom¬ 
panied  by  a  written  endorsement  thereof 
by  the  Project  Manager. 

(2)  For  approval  of  a  proposed  defini¬ 
tive  award  to  be  made  after  advertising 
each  Business  Clearance  Memorandum 
submitted  shall  contain,  or  be  accom¬ 
panied  by,  the  following  information: 

(i)  A  description  of  the  supplies  or 
seiwices  being  procured,  showing  the 
number  of  units,  the  vmit  price,  the  total 
contract  price,  and  when  voluntarily 
submitted  by  the  proposed  contractor, 
the  objective  or  anticipated  profit; 

(ii)  Where  three  or  less  bids  are  re¬ 
ceived,  indicate  the  number  of  bids  re¬ 
quested  and  list  the  bidders  together  with 
their  respective  bids;  if  more  than  three 
bids  are  received,  indicate  the  number  of 


bids  requested,  the  number  received,  and 
the  price  range  of  the  bids  received; 

(lil)  Where  only  one  responsive  and 
responsible  bid  Is  received  and  where 
there  is  no  adequate  price  comparison  or 
price  justification,  it  is  normally  desir¬ 
able  to  complete  the  procurement  by  ne¬ 
gotiation’  regarding  the  Business  Clear¬ 
ance  Memorandum;  in  certain  cases,  it 
may  be  appropriate  to  complete  the  pro¬ 
curement  and  make  the  award  by  for¬ 
mal  advertising  and  in  such  cases,  an 
explanation  of  the  absence  of  negotiation 
with  the  sole  bidder  should  be  given; 

(iv)  A  comparison  of  the  price  of  the 
proposed  procmement  with  prices  pre¬ 
viously  paid  for  the  same  similar  supplies 
or  services,  considering  changes  in  labor 
and  material  costs,  as  well  as  differences 
in  contracted  quantities  and  production 
rates; 

(V)  An  original  and  two  copies  of  each 
special  clause  affecting  price  proposed  for 
use  but  not  authorized  for  general  use, 
together  with  a  full  explanation  of  its 
piupose  and  a  statement  of  its  approval 
by  Counsel  for  the  procuring  activity 
(or  where  field  purchasing  activities  xm- 
der  the  cognizance  of  the  Naval  Supply 
Systems  Command  have  no  Coimsel,  a 
statement  of  approval  by  Counsel  for 
that  Systems  Command; 

(vl)  And  a  numbering  of  the  clear¬ 
ance  memorandum  as  prescribed  in  (e) . 

(3)  [Reserved] 

(4)  For  authority  to  accept  a  redeter¬ 
mined  price,  or  a  final  price  in  the  case 
of  an  incentive-type  contract,  (i)  Each 
pre-negotiation  Business  Clearance 
Memorandum  shall  contain,  or  be  ac¬ 
companied  by,  the  following  information, 
to  the  extent  possible  before  negotiation: 

(A)  A  statement  of  any  changes 
which  have  been  made  in  quantities  or 
deliveiy  rates  during  the  contract  period 
to  date; 

(B)  A  statement: 

(1)  Whether  or  not  the  contractor 
submitted  his  redetermlnaUon  proposal 
reasonably  promptly  after  reaching  the 
contract’s  target  date,  and 

(2)  'If  delinquent,  how  long  the  con¬ 
tractor  was  delinquent  in  relation  to  the 
actual  performance  period  of  the  con¬ 
tract,  and  whether  the  delinquency  was 
the  contractor’s  the  Navy's  responsibility 
(the  profit  negotiated  at  the  redetermi¬ 
nation  point  should  reflect  any  lessen¬ 
ing  of  the  contractor’s  risk  due  to  unrea¬ 
sonable  delinquency  in  sulunitting  his  re¬ 
determination  proposal) ; 

(C)  A  comparison  of  the  actual  and 

projected  costs  with  the  original  esti¬ 
mated  costs,  including  a  comparison  of 
the  actual  and  estimated  cost  factors 
with  any  relevant  Government  audits 
(Whenever  possible,  actual  production 
costs  incurred  at  or  near  the  point  of  at¬ 
tainment  of  the  contract’s  peak  produc¬ 
tion  rate  should  be  segregated  from  the 
total  actual  cost  incurred  to  target  point. 
Such  segregation  should  then  be  used  in 
evaluating  costs  projected  from  the  tar¬ 
get  point  to  completion) ;  « 

(D)  A  comparison  of  the  delivery  rates 
actually  accomplished  in  the  completed 
portion  of  the  contract  with  the  delivery 
rates  projected  for  the  uncompleted  or 
nm-out  portion  of  the  contract: 
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(E>  When  applicable,  a  statement  In  a  tiate  or  an  additional  Business  Clearance  Business  Clearance  Memoranda  are 
Business  Clearance  Memorandum  to  the  Memorandum,  or  both,  any  such  addl-  shown  below. 

effect  that  redetermlnation  of  the  con-  tional  clearance  memoranda  should  bear  Bureau  or  omee  Smhat 

tract  price  will  not  be  required  because  the  same  prefix  and  basic  niunber  plus 

partial  termination  prevents  attalnmg  the  next  consecutive  decimal  digit.  The  ^  wavatb 

the  previously  agreed  target  point  and  Request  for  Authority  to  Negotiate  for  Kavai  On»nanoe”’8^temii 

the  target  point  has  not  been  advanced  any  particular  contract  action  always  command  Headqus^rs..  KAVOBD 

under  the  terms  of  the  redetermlnation  bears  a  lower  decimal  digit  than  the  Busl-  Naval  siactronic  Systems 

clause.  (In  these  instances,  no  cost  data  ness  Clearance  Memorandum  for  the  command  Headquarters..  NAVSLEZ 

will  be  required  by  the  Chief  of  Naval  same  action.  (For  example,  after  the  of  Naval  Personnel..  bp 

Material  (MAT022),  but  the  above  re-  NAVAIR  contract  above  referred  to  was  corps.  mo 

quired  statement  will  complete  the  file) ;  Issued,  the  scope  of  the  contract  was  Rccc^h"°~ ~  ora 

(P)  A  statement  as  to  whether  or  not  changed  so  that  an  amendment  wsus  nec-  Mavai  Sea  Systems  com- 

the  Government  has  audited  the  claimed  essary  in  an  amount  requiring  clearance,  mand  Headquarters 

actual  costs  and  reviewed  the  projected  then  the  new  Request  for  Authority  to  (Hulls),  (Radio)  and 

costs  and,  if  so,  what  such  audit  and/or  Negotiate  would  be  numbered  “NAV  (Components)  -  SH-€R(b)- 

ewnments  disclosed;  AIR-10327.2”  and  the  Business  Clear- 

(G)  A  statement  as  to  any  pending  re-  ance  Memorandum  covering  that  Paciiiti«  itogiiwring  _ 

negotiation  proceedings  encompassing  amendment  would  be  numbered  **NAV  wavfao 

the  instant  contract  (Directives  will  be  AIR^10327.3”) .  Academy.  Annapoiim 

issued  in  the  future  regarding  the  han-  (3)  An  exception  to  the  rule  set  forth  Aviation  Supply  Office, Fhiia^ 

dling  of  redeterminations  which  involve  in  paragraph  (a)  (2)  above  would  be  In  deiphia,  Pa. . 1 . .  Aso 

renegotiation ) ;  ft  case  of  Business  Clearance  Memoranda  Naval  Regional  Procturement 

(H)  All  cost  data  on  the  appropriate  proposing  a  contract  amendment  nego-  Office,  Naples -  NAP 

cost  breakdown  form  (“Cost  and  Price  tiated  under  the  authority  of  a  CDF.  Shipyard,  Boston, 

Analysis”  (DD  Form  633),  “C?ost  and  Such  Business  Cnearance  Memoranda  ® 

Price  Analysis  for  Ccmtract  Price  Rede-  should  be  assigned  new  basic  numbers  m  v 

termination”  (DD  Form  784),  or  other  and  should  not  refer  to  the  Request  for  Puget  Sound  NavaTshipyMd" 

form  permitted  or  required  by  §  16.206,  Authority  to  Negotiate  which  submitted  Bremerton,  wash.™....’  BB 

f  16.207,  and  §  737. l-403-52(a)  (1)  (i)  (G)  the  CDF  but  should  refer  only  to  the  Charleston  Naval  Shipyard, 

(At  least  one  copy  of  the  contractor’s  CDF  number  assigned  by  the  Chief  of  Charleston,  s.c .  C 

breakdown  on  such  form  shall  accom-  Naval  Material  (MAT  022)  in  accordance  Naval  Shipyard,  Charleston, 

pany  the  Business  Cfiearance  Memoran-  with  §  737.3-306-53(g).  (For  example,  if  ® 

dum  for  retention  by  the  Chief  of  Naval  the  Naval  Air  Systems  Command  (Jorpus 

Material  (MAT022));  submiried  a  CDF  for  Project  X  under  Ammu^tlon'i^poi 

(I)  The  Information  called  for  by  Request  for  Authority  to  Negotiate  crane  ind  CB 

paragraph  (a)(1)  (i)  (V) ,  (W) ,  and  (X)  “NAV AIR-10210”  and  this  request  for  Electronic  supply  office, 

of  this  section;  and  negotiation  authority  was  granted,  the  Great  Lakes,  ill. . .  ESO 

(J)  A  numbering  of  the  Business  Chief  of  Naval  Material  (MAT  022)  Naval  Ordnance  Plant,  Forest 

Clearance  Memorandum  in  the  manner  would  assign  a  CDF  number  (CDF-50)  . . .  ^ 

prescribed  in  5  737.1-403-53 (a).  to  the  approved  CDF.  When  the 

(il)  For  the  content  of  the  post  nego-  Naval  Air  Systems  Con^d  werclsed  Navrkhfr^paS'V^uuV. 

tiation  Business  (Clearance  Memoran-  this  negotiation  authority  to  let  a  con-  ouam.  i/rttriana  ms _  GU 

dum,  see  paragraph  (1)  (il)  above.  tract  requiring  a  Business  Clearance  NavaipiopeiiantPiant,  'in- 

e  ^  AM  n  •  -  Memorandum,  the  Business  Clearance  dlan  Head,  Md . .  m 

§  737^-403-53  Business  Clearance  Memorandum  would  be  numbered  with  Naval  Avionics  Faculty,  In- 

Memoranda  (Numbering  Instructions.  unused  consecutive  number  in  dlanapolls,  Ind .  IND 

(a)  Numbering.  (1)  Requests  for  Au-  the  NAVAIR  series  which  might  be  Naval  Air  station,  Jackson- 

thority  to  Negotiate,  Business  CHearance  “NAV AIR-10285”  and  would  cite  CDF-  - r 

Memoranda,  and  Reports  After  Execu-  50  as  the  negotiation  authority).  Any 

tlon  of  Contract  submitted  to  the  c:hief  Business  (Clearance  Memorandum  cover-  Regioimi  Procurement  ^ 

of  Naval  Material  (MAT022)  shall  be  Ing  a  subsequent  amendment  to  the  same  office,  Naples  (CAB  Lon- 

numbered  with  serial  numbers  and  sym-  contract  should  be  numbered  “NAV  don)  ’ _  LON 

bols  as  set  forth  in  (b)  below.  Any  pur-  AIR-10285,”  plus  the  appropriate  decl-  Naval  Supply  Depot,  New- 

chasing  office,  prior  to  the  submission  of  mal  digit,  and  should  always  cite  the  port,  r.i -  N 

its  first  clearance  memorandum,  should  appropriate  CDF  number.  Naval  Air  Development  Cen- 

contact  the  Cfhlef  of  Naval  Material  (4)  If  a  resubmlssion  of  any  Business  p*— •  NADC 

(MAT022)  for  the  assignment  of  a  sym-  Clearance  Memorandum  or  any  Request 

bol  number,  if  one  has  not  previously  for  Authority  to  Negotiate  covering  siiipg  parts  control  (Center 

been  assigned.  either  an  individual  or  a  CDF  Is  required.  Mechanicsburg,  Pa . SPCC 

(2)  When  both  Business  Clearance  or  if  a  resubmlssion  of  only  a  D&F  is  re-  Naval  Supply  Center,  Nor- 

Memoranda  and  Requests  for  Authority  quired,  such  resubmlssion  shall  bear  the  folk,  Va . .  NF 

to  Negotiate  are  required  on  a  single  con-  same  prefix  and  basic  number  plus  the  Naval  Ordnance  l<aboratory, 
tract,  the  Request  for  Authority  to  Nego-  next  appropriate  unasslgned  decimal  white  Oak,  silver  Spring, 

tiate  shall  bear  the  earlier  number  and  digit. 

the  Busine.ss  Clearance  Memorandum  (5)  Reports  After  Execution  of  con-  Nav^^OMnance  Plant,  Louis- 

shall  bear  the  same  basic  number  with  tract  (RAE’s)  shall  be  numbered  by  the  jjavai  ’  Shipya^"  'phUadel- 

the  addition  of  a  decimal  digit.  (For  ex-  originator  consecutively  beginning  with  phia.  Pa _  NP 

ample,  on  a  new  contract  propo.sed  to  be  “1”  prefixed  by  the  procuring  activity  Naval  Research  Laboratory, 

negotiated  by  NAVAIR.  the  Request  for  symbol  assigned  in  NPD  paragraph  Washington,  d.c.. . NRL 

Authority  to  Negotiate  would  be  num-  fg)  below.  (For  example,  “ASO-120.”)  Naval  Training  Equipment 

bered  “NAV AIR-10327”  and  the  Busl-  In  Instances  where  procuring  activities  ^  ^nter.  Orlando,  Ra - -  NTBO 

ness  Clearance  Memorandum  covering  have  already  begun  their  submissions  of  TvJSt^mith  h  ’  p 

.he  reeue..  for  authoHty  |o  execute  the  ^ 

same  contract  would  be  numbered  mnj^prutlvplv  o 

L  X.  consccuuveiy .  Naval  Supply  Depot,  Seattle, 

NAV  AIR-10327.1.  )  If  subsequent  ac-  (jj)  Symbols  and  Serial  Numbers.  (1)  Wash.  -  BE 

tions  on  a  contract  require  either  an  ad-  Clearance  memoranda  symbols  for  either  Naval  Supply  Center,  Oak- 

ditional  Request  for  Authority  to  Nego-  Requests  for  Authority  to  Negotiate  or  land,  caiii - oak 
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Bureau  or  office  Symbol 

Navy  Oceanographic  Office, 

Sultland,  Md . NHO 

Naval  Regional  Procurement 

Office,  Washington,  D.C _  WA 

Naval  Supply  Depot,  Yoko¬ 
suka,  Japan _  YOK 

Naval  Weapons  Laboratory. 

Dahlgren,  Va _  NWL 


(2)  The  initial  serial  number  to  be 
used  by  all  above-listed  activities  on  Re¬ 
quests  for  Authority  to  Negotiate  or  Busi¬ 
ness  Clearance  Memoranda  is  10,000.  All 
subsequent  requests  or  memoranda  are 
to  be  numbered  consecutively  in  the 
10,000  series  without  regard  to  date  of 
submission, 

§737.1—403—54  Utilization  of  Headquar¬ 
ters  Naval  Material  Command  Files. 

All  records  and  files  of  the  Headquar¬ 
ters  Naval  Material  Command  (Procure¬ 
ment  Control  and  Clearance  Division 
(MAT022) ) .  (Contract  Appraisal  Branch 
(MAT022) ) ,  are  available  at  all  times  to 
properly  qualified  personnel  of  procuring . 
activities  who  desire  to  secure  additional 
data  for  use  in  their  negotiations  of 
specific  contracts  or  amendments.  Per¬ 
sonnel  desiring  to  utilize  such  records 
and  files  shall,  however,  first  Inform  their 
Security  Officer  of  their  desire  and  re¬ 
quest  such  Security  Officer  to  inform  the 
Chief  of  Naval  Material  (MAT022),  by 
telephone,  the  highest  security  classifi¬ 
cation  of  the  individual  contemplating 
the  use  of  the  (Contract  Clearance  records 
and  files.  The  individual  should  identify 
himself  by  means  of  hi?  Departmental 
Identification  p>ass  when  he  visits  the 
Chief  of  Naval  Material  (MAT022) . 

§  737.1—403—55  Legal  Approval  of  Con¬ 
tracts  by  the  Office  of  the  General 
Counsel. 

See  5  737.1-452-1. 

§  737.1—403—56  Tuition  for  Civilian 
Employee  Training. 

Contracts  which  require  the  payment 
of  tuition  for  civilian  employees  from 
appropriated  funds  shall  include  a  proper 
reference  to  the  action  of  the  authority 
approving  the  tuition  payment.  Civilian 
Manpower  Management  Instruction 
(CJMM)  410.6  Includes  procedures  which 
will  be  followed  when  requesting  this  ap¬ 
proval.  The  Contracting  Officer  is  re¬ 
sponsible  for  ascertaining,  prior  to  execu¬ 
tion,  that  each  proposed  contract 
requiring  the  Government  to  pay  tuition 
for  civilian  employees  is  within  the  scope 
of  such  approval. 

§  737.1—40.3—57  Prior  Approval  of  Con¬ 
tracts  for  Management  Engineering 
Organization  and  Management-Type 
Surveys  and  Studies. 

See  SECWAVINST  5040.  ID. 

§  737.1—403—60  Reports  After  Execu¬ 
tion  of  Small  Business  Partial  Set- 
Asides. 

In  lieu  of  a  business  clearance,  a  report 
shall  be  made  promptly  to  the  Chief  of 
Naval  Material  (MAT022)  for  each  con¬ 
tract  in  excess  of  $300,000  which  is 
awarded  pursuant  to  the  procedures  re¬ 
ferred  to  in  S  1.706-2.  This  report  shall 
be  submitted  on  DD  Form  350, 


S  737.1-403—61  Reports  After  Execu¬ 
tion  of  Advertised  Contracts. 

(a)  Unless  business  clearance  has  been 
or  will  be  secured  imder  the  requirements 
of  this  NPD  1-403,  a  full  report  shall  be 
made  promptly  to  the  (Thief  of  Naval 
Material  (MAT022)  for  each  contract 
awarded  by  means  of  formal  advertising 
and  Small  Business  Restricted  Advertis¬ 
ing,  other  than  purchases  of  subsistence 
supplies  or  supplies  purchased  for  au¬ 
thorized  resale,  obligating  the  Govern¬ 
ment  to  pay  $600,000  or  more.  This 
report  shall  be  submitted  on  DD  FVirm 
350  and,  in  addition  to  the  specific  infor¬ 
mation  requested  thereon,  shall  Include 
in  Item  23  (Remarks)  thereof,  or  as  a 
rider  thereto,  the  following  Information: 

(1)  The  number  of  invitations  for  bids 
Issued  and  the  number  of  bids  received 
on  each  item,  and  a  listing  of  the  unit, 
quantity,  and  imit  price  of  each  item 
awarded; 

(2)  A  statement  as  to  whether  the  pro¬ 
curement  was  advertised  on  a  unit  or  lot 
basis; 

(3)  Where  three  or  fewer  items  were 
procured,  a  listing  of  such  items,  and 

(i)  The  unit  prices  bid  by  each  bidder 
If  three  or  fewer  bids  were  received,  or 

(ii)  The  unit  price  range  of  the  unsuc¬ 
cessful  bidders  if  more  than  three  bids 
were  received;  and 

(4)  Where  more  than  three  items 
were  procured,  a  priced  copy  of  the 
Award  or  of  the  contractor’s  bid,  and 

(i)  The  total  contract  price  bid  by  each 
bidder  if  three  or  fewer  bids  were  re¬ 
ceived,  or 

(li)  The  total  contract  price  range  of 
the  unsuccessful  bidders  if  more  than 
three  bids  were  received. 

§  737.1—405  S^ection,  Appointment, 
and  Termination  of  Appouilment  of 
Contracting  Officers. 

§  737.1-405-50  General. 

The  Head  of  each  Navy  Procuring  Ac¬ 
tivity  is  hereby  designated  a  contracting 
officer  (as  defined  in  §  1.201-3)  and  sub¬ 
ject  to*  the  provisions  of  §  1.405  is  au¬ 
thorized  to  delegate  all  or  any  part  of  his 
contracting  authority  to  such  person  or 
persons  as  he  may  select  and  designate 
as  contracting  officers. 

§  737.1—405—51  Contracting  Audiority 
of  Head,  Coordinated  Negotiation 
Staff  (MAT02D),  lleadquartem. 
Naval  Material  Command. 

(a)  Where  a  contractor  has  or  is  ex¬ 
pected  to  have  cost  reimbursement  type 
contracts  with  more  than  one  Navy  pro¬ 
curing  activity  or  Military  Department, 
the  Head,  Coordinated  Negotiation  Staff 
of  Headquarters  Naval  Material  Com¬ 
mand  is  authorized,  as  contracting  officer 
for  the  Department  of  the  Navy,  to  nego¬ 
tiate,  enter  into  and  amend  Navy-wide 
agreements  for — 

(1)  Reimbursement  of  allowable  costs; 

(2)  Overhead  rates;  and 

(3)  Advance  understandings  on  par¬ 
ticular  cost  items  as  provided  in  §  15.107. 

(b)  Agreements  entered  into  under 
authority  of  paragraph  (a)  of  this  sec¬ 
tion  shall,  unless  otherwise  provided 
therein,  be  binding  on  all  Navy  purchas¬ 


ing  activities  and  may  apply  to  any  and 
all  Navy  cost  reimbursement  tsrpe  con¬ 
tracts,  except  that  agreements  under 
paragraphs  (a)  (1)  and  (2)  shall  be  re¬ 
stricted  to  contracts  which  provide  for 
reimbursement  of  overhead  costs  on  the 
basis  of  negotiated  final  overhead  rates 
in  accordance  with  ASPR  or  §  737.3-700. 

§  737.1—406  Contract  Admini'itralion 
Functions. 

§  737.1— 40(i— 50  Responsibilities  of  tlie 
Naval  Plant  Representative  Offices 
(NAVPKOs)  and  Supervisors  of 
Shipbuilding,  Conversion  and  Repair 
(SUPSHIPs). 

(a)  Policy.  The  following  policy,  ap¬ 
plicable  to  Navy  field  contract  adminis¬ 
tration  of  major  defense  system  acquisi¬ 
tions,  is  based  upon  the  premise  that  the 
contractor  is  primarily  responsible  for 
his  cost,  schedule,  and  technical  per¬ 
formance; 

(1)  A  capability  shall  be  established 
and  maintained  in  the  NAVPROs  and 
SUPSHIPs  to  provide  the  required  sup¬ 
port  to  the  procuring  contracting  officer, 
program  manager  and  procuring  activity. 

(2)  Maximum  responsibility,  within 
existing  capability,  shall  be  assigned  to 
the  NAVPRO  or  SUPSHIP  by  the  pro¬ 
curing  contracting  officer,  program  man¬ 
ager,  and/or  procuring  activity.  Appro¬ 
priate  agreements  shall  be  formalized 
which  clearly  define  for  each  program 
assigned  to  a  NAVPRO  or  SUPSHIP  the 
detailed  responsibility  of  the  NAVPRO 
or  SUPSHIP  (see  §  737.20-702-4) . 

(3)  The  basic  method  of  operation  of 
the  NAVPRO  or  SUPSHIP  shaU  be  the 
monitoring  of  the  contractor’s  perform¬ 
ance,  including  management  and  opera¬ 
tions.  Emphasis  shall  be  placed  on  en¬ 
suring  that  contractors  Incorporate 
controls  to  ensure  tha  the  contract  re¬ 
quirements  are  met. 

(4)  NAVPROs  and  SUPSHIPs  shall 
coordinate  their  contract  administration 
efforts  with  those  of  the  DCAA  (Defense 
Contract  Audit  Agency)  auditor  and 
other  government  activities.  Functional 
area  reviews  conducted  by  the  DCAA  au¬ 
ditor  and  those  conducted  by  the  NAV 
PRO  or  SUPSHIP  shall  be  coordinated 
in  order  to  optimize  use  of  audit  and  Gov¬ 
ernment  contract  administration  man¬ 
power  with  minimum  disruptive  effect 
upon  the  contractor. 

(5)  The  goal  of  NAVPROs  and  SUP 
SmPs  shall  be,  through  Involvement  with 
the  contractor:  earliest  detection  and 
correction  of  contractor  inefficiencies; 
cost  avoidance  rather  than  disallowance  : 
and  compliance  with  contractual  sched¬ 
ule  and  technical  performance  require¬ 
ments. 

(6)  Contract  administration  persomiel 
shall  be  fully  obsen'ant  of  contract  terms 
and  conditions  in  order  to  avoid  actions 
which  exceed  contract  requirements  and 
to  assure  that  any  directions,  suggestions 
or  requests  to  the  contractor  are  consist¬ 
ent  with  the  contract  provisions, 

(7)  Contract  administration  proce¬ 
dures  shall  be  tailored  to  the  contract  and 
contractor  situations.  The  degree  of 
monitoring  exercised  by  the  NAVPRO  or 
SUPSHIP  shall  be  consistent  with  the 
benefits  to  be  derived.  The  art  of  the  field 
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contract  administrator  is  his  ability  to 
determine  and  to  use  the  minimum 
amount  of  effort  required  to  protect  the 
Government’s  interests. 

(b)  Primary  Responsibilities.  NAV 
PROS  and  SUPSHIPs  have  the  primary 
responsibilities  listed  below  which  require 
the  mtegrated  performance  of  the  fimc- 
tions  listed  in  §  1.406(c),  and  the  assist¬ 
ance  of  the  DCAA  auditor: 

(1>  Determine  on  a  continuing  basis 
contractor  compliance  with  the  terms  of 
the  contract  including  schedule,  cost  and 
technical  performance  requirements; 

(1)  Advise  the  contractor  of  the  need 
for  corrective  action  and  followup  to  ob¬ 
tain  correction; 

(ii>  Advise,  as  appropriate,  the  procur¬ 
ing  contracting  officer,  project  manager, 
procuring  activity,  and/or  other  respon¬ 
sible  official  or  activity  of  any  contractor 
deficiencies  which  the  NAVPRO  or  SUP 
SHIP  cannot  resolve  within  the  limits  of 
his  authority; 

(iii)  Consult  with  the  procuring  con¬ 
tracting  officer  in  the  event  of  conflict  or 
dLsagreement; 

(2)  Advise,  as  appropriate,  the  procur¬ 
ing  contracting  officer,  project  manager, 
procuring  activity,  and/or  other  respon¬ 
sible  official  or  activity  of  any  problem 
not  covered  by  contract  terms  affecting 
the  adequacy  of  the  end  item  or  the  con¬ 
tractor’s  cost,  schedule  or  technical  per¬ 
formance  which  the  NAVPRO  or  SUP 
SHIP  cannot  resolve  wdthin  the  limits  of 
his  authority. 

(3)  Advise  the  procuring  contracting 
officer  of  any  inadequacies  in  contract 
terms,  including  schedule,  cost  and  tech¬ 
nical  performance  requirements,  revealed 
during  the  performance  of  contract  ad¬ 
ministration  functions. 

(4)  Determine  whether  the  contrac¬ 
tor’s  direct  and  indirect  costs  are  reason¬ 
able.  allocable  and  otherwise  allowable, 
that  costs  represent  what  performance  of 
the  contractor  should  cost,  assuming  rea¬ 
sonable  economy  and  efficiency;  take  ap¬ 
propriate  corrective  action  when  neces¬ 
sary. 

(c)  Additional  Functions.  The  func¬ 
tions  listed  below  are  in  addition  to  those 
listed  in  5  1.406(c)  and  shall  be  per¬ 
formed  when  requested  by  the  procuring 
contracting  officer,  project  manager  or 
procuring  activity. 

(1)  Conduct  pre-solicitation  review 
and  evjSuation  of  the  Schedule,  General 
ETovisions,  Specifications  and  other  pro¬ 
visions  of  proposed  contracts  to  deter¬ 
mine  the  adequacy  of  contractual  re¬ 
quirements  for  contract  administration 
purpo.ses. 

<2)  Participate  in  negotiations  and  in 
source  selections. 

(3)  Issue  orders  under  contracts  for 
provisioned  and  other  items,  and  orders 
under  basic  ordering  agreements. 

(4)  Participate  in  cost  and  other 
studies  conducted  by  higher  authority. 

§  737.1—407  Functions  of  Defense  (k»n- 
Iraet  Audit  Agency  (DCAA)  Offiec-s. 

DCAA  audit  offices  are  responsible  for 
performing  all  necessary  contract  audit 
for  the  Department  of  Defense  and  pro- 
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viding  accounting  and  financial  advisory 
services  regarding  contracts  and  subcon¬ 
tracts  to  all  Department  of  Defense  com¬ 
ponents  responsible  for  procurement  and 
contract  administration.  These  services 
are  provided  in  connection  with  negotia¬ 
tion,  administration,  and  settlement  of 
contracts  and  subconti'acts.  Audit  offices 
perform  the  following  functions : 

(a)  Audit,  examine  and/or  review  con¬ 
tractors’  and  subcontractors’  accounts, 
records,  documents,  and  other  evidence; 
systems  of  Internal  control;  accounting, 
costing,  and  general  business  practices 
and  procediu-es;  to  the  extent  and  in 
whatever  manner  is  considered  necessary 
to  pennit  proi>er  performance  of  the 
other  functions  described  in  paragraphs 
(b)  tlu-ough  (i)  below), 

(b)  Examine  reimbursement  vouchers 
received  directly  from  contractors,  imder 
cost-type  contracts,  transmitting  those 
vouchers  approved  for  payment  to  the 
cognizant  Disbursing  Officer  and  issuing 
DCAA  Form  1,  “Notice  of  Contract  Costs 
Suspended  and/or  Disapproved,’’  with  a 
copy  to  the  cognizant  contracting  officer, 
with  respect  to  costs  claimed  but  not 
considered  allowable. 

(c)  Provide  advice  and  recommenda¬ 
tions  to  procurement  and  contract  ad¬ 
ministration  offices  on: 

(1)  Allowability  of  costs  incurred  un¬ 
der  redeterminable,  incentive  and  simi¬ 
lar  type  contracts: 

(2)  Allowability  of  incurred  costs  and 
estimates  of  cost  to  be  incurred  as  repre¬ 
sented  by  contractors  incident  to  the 
award,  negotiation,  modification,  change, 
administration,  termination,  or  settle¬ 
ment  of  contracts; 

(3)  Adequacy  of  financial  or  account¬ 
ing  aspects  of  contract  provisions; 

(4)  Adequacy  of  contractors’  account¬ 
ing  and  financial  management  systems; 
adequacy  of  contracto,,..’  estimating 
procedures. 

(d)  Assist  responsible  procurement  or 
contract  administration  activities  in 
their  surveys  of  the  purchasing-procure¬ 
ment  systems  of  major  contractors. 

(e)  Direct  audit  reports  to  the  Govem- 
ment*management  level  having  authority 
and  responsibility  to  take  action  on  the 
audit  findings  and  recc-mm''ndatlons. 

(f)  Cooperate  with  other  appropriate 
Department  of  Deferise  components  on 
reviews,  audits,  analyses,  or  inquiries  in¬ 
volving  contractor’s  financial  position  or 
financial  and  accounting  policies,  pro¬ 
cedures,  or  practices. 

(g)  Establish  and  maintain  liaison 
auditors  as  appropriate  at  major  pro¬ 
curing  and  contract  administration 
offices. 

(h)  Review  General  Accounting  Office 
reports  and  proposed  responses  thereto 
which  involve  significant  contract  or  con¬ 
tractor  activities  for  the  purpose  of  as-» 
suring  the  validity  of  appropriate  perti¬ 
nent  facts  contained  therein. 

(i)  In  an  advisory  capacity,  attend  and 
participate,  as  appropriate,  in  contract 
negotiation  and  other  meetings  where 
contract  cost  matters,  audit  reports,  or 
related  financial  matters  are  under  con¬ 
sideration. 


§  737.1—408  Relalioiuships— D(1AA  and 
Purchasing  and  Contract  Administra¬ 
tion  Offices. 

(a)  Organizationally,  the  DCAA  is 
separate  from,  and  independent  of,  pur¬ 
chase  and  contract  administration  of¬ 
fices.  Audit  reports  and  other  services 
provided  by  DCAA  are  advisory  and,  as 
such,  will  be  responsive  to  the  needs  of 
purchasing  and  contract  administration 
offices  and  will  be  consistent  with  specific 
contract  provisions  and  applicable  regu¬ 
lations,  e.g.,  ASPR. 

(b)  Areas  of  interest  to  the  auditor 
often  meet  and  overlap  those  of  interest 
to  purchasing  and  contract  administra¬ 
tion  offices.  A  clear  understanding  of  the 
responsibilities  of  DCAA  auditors  is  es¬ 
sential  to  ensure  continuous  close  co¬ 
operation  and  team  work.  These  respon¬ 
sibilities  are  set  forth  in  §  737.1-407. 

(c)  Purchasing  and  contract  adminis¬ 
tration  offices  have  responsibility  for: 

(1)  Requesting  contract  audit  service; 

(2)  Providing  maximum  allowable 
time  for  the  conduct  of  audits; 

(3)  Furnishing  the  auditor,  in  con¬ 
nection  with  a  request  for  audit,  copies 
of  any  contracts  (including  change  or¬ 
ders,  supplements,  amendments,  and  ter¬ 
mination  notices) ,  cost  statements,  pro¬ 
posals,  and  other  financial  data  submit¬ 
ted  by  contractors  or,  as  appropriate, 
requested  by  the  auditor; 

(4)  Established  access  to  contractor 
records  required  by  auditors,  and 

(5)  F^imlfihing  such  other  informa¬ 
tion,  data,  or  technical  service  as  may  be 
required  (such  as  the  advice  of  industrial 
engineers  on  cost  matters,  copies  of 
pricing  memoranda,  etc.)  or  otherwise 
may  be  useful  in  performing  the  audit. 

(d)  Contract  audit  services  shall  be 
requested  by  purchasing  and  contract 
administration  offices  when  necessary  in 
connection  with: 

( 1 )  Development  of  procurement  pack¬ 
ages  prior  to  solicitation. 

"  (2)  Pre-award  surveys. 

(3)  Pricing  procurement  actions. 

(4)  Functional  reviews  of  contractor 
performance. 

(5)  Progress  payments,  and 

(6)  Contract  terminations. 

(e)  Contract  audit  services  are  per¬ 
formed  automatically  in  connection 
with: 

(1)  Reimbursement  of  costs,  and 

(2)  Problems  and  unsatisfactory  con¬ 
ditions  encountered  by  the  auditor  and 
within  his  purview. 

(f)  The  independent  professional  ad¬ 
vice  of  DCAA  auditors  is  essential  to  good 
contracting.  The  purchasing  and  con¬ 
tract  administration  office  must  con¬ 
sider  such  advice.  However,  decisions  of 
the  PCO  and  ACO  on  contracting  and 
contract  administration  matters  often 
have  to  take  into  account  many  factors 
in  addition  to  those  presented  by  the  au¬ 
ditors  and  will  therefore  represent  the 
considered  judgement  of  the  contracting 
officer. 

^g)  Tlie  auditor  Is  required  to  dis¬ 
cuss  all  significant  and  potentially  con¬ 
troversial  problems,  particularly  those 
having  a  continuing  impact  on  the  rea¬ 
sonableness  of  pricing  or  on  admlnistra- 
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tton  of  the  pro<nirement  program  with 
the  AGO  prior  to  finalization  of  audit 
action.  Where  agreement  on  such  prob¬ 
lems  cannot  be  arrived  at  locally,  the 
matter  should  be  elevated  through  the 
respective  audit  and  ccmtract  adminis¬ 
tration  chain  of  command  for  final  reso¬ 
lution.  Any  other  unresolvable  disagree¬ 
ments  concerning  services  provided  by 
DCAA  shall  be  referred  to  higher  pro- 
cmrement  authority  for  discussion  and 
resolution  with  counterpart  DCAA  eche¬ 
lons. 

§  737.1—450  The  Assistant  Secretary  of 
the  Navy  (I&L). 

(a)  SECNAV  Instruction  5430.7J  as¬ 
signs  to  the  Assistant  Secretary  of  the 
Navy  (liiL)  certain  responsibilities  for 
administration  of  the  Department  of  the 
Navy.  Included  therein  is  responsibility 
for:  All  matters  related  to  the  procure¬ 
ment,  production,  supply,  distribution, 
alteration,  maintenance,  and  disposal  of 
material;  all  transportation  matters;  the 
acquisition,  construction,  utilization,  im¬ 
provement,  alteration,  maintenance,  and 
disposal  of  real  estate  and  facilities.  In¬ 
cluding  capital  equipment,  utilities, 
housing  and  public  quarters;  printing 
and  publications;  labor  relations  with 
respect  to  contractors  with  the  Depart¬ 
ment  of  the  Navy;  Industrial  security; 
and  the  Mutual  Defense  Assistance  Pro¬ 
gram  as  related  to  the  supplying  of 
material. 

(b)  In  addition  to  the  responsibilities 
set  forth  above.  Individual  responsibili¬ 
ties  set  forth  In  paragraph  6d  include, 
but  are  not  limited  to: 

<c)  Liaison  with  the  Assistant  Secre¬ 
tary  of  Defense  (Installations  and  Logis¬ 
tics),  the  Renegotiation  Board,  and,  for 
those  matters  within  his  area  of  respon¬ 
sibility,  the  Assistant  Secretary  of  De¬ 
fense  (International  Security  Affairs) . 

§  737.1—451  Headquarters  Naval  Mate¬ 
rial  Command. 

§  737.1—451—1  Authority  and  Responsi¬ 
bility  of  the  Chief  of  Naval  Material. 

Paragraph  3  of  SECNAVINST  4200.29 
of  3  August  1973  and  paragraphs  5e.  and 
6  of  SECNAVINST  5400.13  of  24  August 
1971  set  forth  the  areas  of  authority  and 
responsibility  of  the  Chief  of  Naval  Ma¬ 
terial  for  the  performance  of  Depart- 
mentwido  procurement  functions  and 
services. 

§  737.1—451—2  Organi/.ation  and  Func¬ 
tions  of  the  Headquarters  Naval  Ma¬ 
terial  Command. 

(a)  Tlie  Headquarters  Naval  Material 
Command  is  composed  of  Chief  of  Naval 
Material,  Vice  Chief  of  Naval  Material, 
Deputy  Chiefs  of  Naval  Material,  Project 
Managers,  Special  Assistants,  and  Divi¬ 
sion  Directors.  In  addition  to  rendering 
staff  assistance  to  the  Assistant  Secre¬ 
tary  of  the  Navy  (I&L  in  the  perform¬ 
ance  of  his  logistic  fimction,  the  Chief 
of  Naval  Material  is  responsible  for  the 
functions  set  forth  below: 

(1)  Formulating,  promulgating,  and 
effectuating  procurement  contracting 
policies  and  methods  to  be  followed  by 
the  Naval  Material  Command  (NMC)  In 
meeting  the  material  requirements  of  the 


operating  forces,  and  coordinating  and 
directing  the  efforts  of  the  Naval  Mate¬ 
rial  Command  in  this  respect;  and 
evaluating  the  effectiveness  and  efficiency 
of  Navy  procurement; 

(2)  Formulating,  promulgating,  and 
effectuating  policies  and  methods  of  the 
NMC  governing  production  of  material; 
assisting  the  bureaus,  offices  and  systems 
commands  of  the  Navy  Department  and 
industry  to  achieve  production  which  is 
efficient,  economical,  and  timely;  and  co¬ 
ordinating  production  activities  of  the 
NMC  with  other  segments  of  the  Depart¬ 
ment  of  Defense  and  appropriate  civilian 
agencies; 

(3)  Exercising  policy  direction  and 
coordination  control  over  all  field  con¬ 
tract  administration  offices  (5  737.1-201 
(c)  (7) )  within  the  Naval  Material  Com¬ 
mand  and  conducting  reviews  of  these 
activities  to  ascertain  basic  problems  In 
the  procurements  being  managed  and  the 
activities’  effectiveness  in  eradicating  or 
minimizing  these  problems. 

(4)  Formulating,  promulgating,  and 
effectuating  policies  and  methods  of  the 
NMC  relative  to  supply  programs.  In¬ 
cluding  standardization,  cataloging, 
property  disposition  and  Inventory  con¬ 
trol;  and  reviewing  compliance  there¬ 
with; 

(5)  Collaborating  with  the  (Thief  of 
Naval  Operations  and  Commandant  of 
the  Marine  Corps  in  reconciling  difficul¬ 
ties  encountered  in  meeting  the  material 
requirements  of  the  operating  forces; 

(6)  Providing  for  representation  of 
the  Navy’s  material  requirements  before 
other  ciovemment  agencies  controlling 
the  availability  of  products,  materials, 
and  facilities; 

(7)  Coordinating  and  integrating  In¬ 
dustrial  mobilization  planning  within 
the  Department  of  the  Navy; 

(8)  Developing  and  coordinating 
Navy  policy  on  labor  relations  and  In¬ 
dustrial  manpower  with  respect  to 
private  Industry;  and 

(9)  Implementing  and  administering 
the  Industrial  Security  Program  which 
operates  outside  of  the  Department  of 
the  Navy. 

§  737.1—451—3  Prociu-cmcnl  Policy  Ad¬ 
visory  Croup. 

(a)  The  Procurement  Policy  Advisory 
Group  serves  as  an  advisory  group  on 
procurement  policies  and  practices 
within  the  Department  of  the  Navy,  as 
well  as  on  other  subjects  allied  there¬ 
with.  Subjects  for  discussion  may  be  pre¬ 
sented  by  any  Navy  activity  or  by  other 
components  of  the  Department  of  De¬ 
fense.  The  Group  shall  conduct  free  and 
full  discussion  of  the  problems,  or  prob¬ 
lem  areas,  presented  to  it.  Where  agree¬ 
ment  is  reached  on  solutions  to  problems, 
such  agreements  will,  as  appropriate,  be 
submitted  as  recommendations  for 
official  action. 

(b)  The  Procurement  Policy  Advisory 
Group  shall  be  chaired  by  the  Assistant 
Deputy  Chief  of  Naval  Material  (Pro¬ 
curement  and  Production).  The  Head, 
Coordinated  Negotiation  Staff  (MAT 
02D) ,  Headquarters  Naval  Material 
Command,  shall  act  as  Co-Chairman. 
The  Group  shall  consist  of  the  following: 


senior  negotiation  personnel  of  the 
Naval  Systems  Commands  Headquar¬ 
ters,  the  Office  of  Naval  Research,  Mili¬ 
tary  Sealift  Command,  Bureau  of  Naval 
Personnel  and  Headquarters,  Marine 
Corps;  the  Navy  ASPR  Committee  Policy 
Member  or  his  Alternate;  the  Head,  Pro¬ 
curement  Management  Review  Group; 
a  representative  from  the  Office  of  the 
General  Counsel;  and  the  Directors  of 
the  Procurement  Policy  and  Planning 
Division  (MAT  021)  and  the  Procure¬ 
ment  Control  and  Clearance  Division 
(MAT  022),  Headquarters  Naval  Mate¬ 
rial  Command. 

§  737.1—452  Office  of  the  General  Coun¬ 
sel  for  the  Department  of  the  Navy; 
Legal  Services  in  the  Field  of  Busi¬ 
ness  and  Commercial  Law. 

Pertinent  paragraphs  of  SE(TNAV  In¬ 
struction  5430.25C  are  set  forth  below ; 

1.  Purpose.  To  restate  and  deUneate  the 
organization,  duties  and  responsibilities  of 
the  Office  of  the  General  Counsel  of  the  De¬ 
partment  of  the  Navy. 

3.  Organization  of  the  Official  of  the  Gen¬ 
eral  Counsel,  a.  The  head  of  the  Office  of  the 
General  Counsel  shall  be  designated  the  Gen¬ 
eral  Counsel  for  the  Department  of  the  Navy, 
shall  be  appointed  by  and  be  responsible  to 
the  Secrete^  of  the  Navy,  and  shall  report  to 
him  as  the  Secretary  may  prescribe.  The 
General  Counsel  Is  authorized  to  appoint, 
with  approval  of  the  Secretary  of  the  Navy, 
three  Deputy  General  (Counsels. 

b.  The  Office  of  the  General  Counsel  shall 
Include  the  Offices  of  Counsel  for  the  Com¬ 
mandant  of  the  Marine  Corps,  the  Bureau  of 
Naval  Personnel,  the  Military  Sealift  Com¬ 
mand,  the  Office  of  Naval  Research,  the  Office 
of  the  Comptroller  of  the  Navy,  the  Naval  Air 
Systems  Command,  the  Naval  Electronic  Sys¬ 
tems  Command,  the  Naval  Facilities  Engi¬ 
neering  Command,  the  Naval  Sea  Systems 
Command,  and  the  Naval  Supply  Systems 
Command.  It  shall  also  include  such  Offices 
of  Counsel  for  their  respective  field  actlvlties- 
and  such  Branch  or  Regional  Offices  as  have 
been  or  may  hereafter  be  established. 

c.  The  General  Counsel  shall  furnish  or  ar¬ 
range  to  furnish  legal  services  for  which  the 
Office  of  the  General  Counsel  is  assigned  re¬ 
sponsibility  by  paragraph  4,  below,  to  other 
Naval  Activities  when  It  Is  mutually  agreed 
such  services  are  required.  The  Office  of  the 
General  Counsel  shall  Include  any  office  es¬ 
tablished  under  this  paragraph. 

4.  Responsibilities  of  the  Office  of  the  Gen¬ 
eral  Counsel,  a.  The  Office  of  the  General 
Counsel  shall,  except  as  otherwise  provided 
below,  be  responsible  throughout  the  Depart¬ 
ment  of  the  Navy  for  providing  legal  services 
in  the  field  of  business  and  commercial  law, 
including  all  legal  services  relating  to: 

(1)  The  acquisition,  custody,  manage¬ 
ment,  transportation,  taxation,  and  disposi¬ 
tion  of  real  and  personal  property,  and  the 
procurement  of  services,  including  the  fiscal, 
budgetary  and  accounting  aspects  thereof; 
excepting,  however,  tort  claims  and  admiralty 
claims  arising  Independently  of  contract,  and 
matters  relating  to  the  Naval  Petroleum 
Reserves; 

(2)  Operations  of  the  Military  Sealift 
Command,  excepting  tort  and  admiralty 
claims  arising  independently  of  contract; 

(3)  The  Office  of  the  Comptroller  of  the 
Navy; 

(4)  Procurement  matters  in  the  field  of 
patents,  inventions,  trademarks,  copyrights, 
royalty  payments  and  similar  matters,  in¬ 
cluding  those  in  the  Armed  Services  Procure¬ 
ment  Regulation  and  Navy  Procurement  Di¬ 
rectives  and  deviations  therefrom;  and 
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(5)  Industrial  secvirlty.  b.  The  OflBce  of 
ttie  Oeneral  Counsel  shall  be  responsible  for 
liaison  and  relations  with  the  other  depart¬ 
ments  and  agencies  of  the  Government  with 
respect  to  the  foregoing  matters. 

c.  All  patent  legal  matters  submitted  to 
the  Secretary  of  the  Navy,  the  Under  Secre¬ 
tary  of  the  Navy,  and  Assistant  Secretary  of 
the  Navy,  the  Attorney  Oeneral  of  the  United 
States  ^lall  be  forwarded  via  the  General 
Counsel  for  the  Navy  for  review  and 
comment. 

5.  Counsel  for  the  Marine  Corps,  Bureaus, 
Offices  and  Commands.  For  the  Comman¬ 
dant  of  the  Marine  Corps  and  each  Naval 
activity,  specifically  listed  in  paragr£4>h  3, 
there  shall  be  a  single  Office  of  Counsel  which 
shall  be  responsible  for  providing  In  the 
Marine  Corps  or  in  such  Naval  activity  all 
legal  services  for  which  the  Office  of  the 
General  Counsel  is  assigned  responsibility  by 
paragraph  4,  above.  Each  such  Office  of  Coun¬ 
sel  shall  be  headed  by  a  Counsel  who  shall 
be  appointed  by  the  Secretary  of  the  Navy 
upon  the  Joint  recommendation  of  the  Oen¬ 
eral  Counsel  and  the  Commandment  of  the 
Marine  Corps  or  the  head  of  the  Naval  activ¬ 
ity  concerned,  as  appropriate.  Such  Counsel 
shall  report  directly  to  the  Commandment  of 
the  Marine  Corps  or  the  head  of  such  Naval 
activity,  as  appropriate,  and  shall  also  report, 
via  the  Oenerid  Counsel,  to  the  Secretary  of  , 
the  Navy,  as  he  may  prescribe. 

6.  Lawyers  in  the  Office  of  the  General 
Counsel.  The  lawj’ers  in  the  Office  of  Counsel 
for  the  Commandment  of  the  Marine  Corps 
and  for  each  Naval  activity,  including  their 
respective  field  lawyers,  shall  be  selected  by 
the  General  Counsel  subject  to  the  approval 
of  the  Conunandment  of  the  Marine  Corps  or 
of  the  head  of  such  Naval  activity,  as  appro¬ 
priate.  The  General  Counsel  shall  prepare,  or 
assign  responsibility  for  the  preparation  of, 
performance  rating  reports  for  all  lawyers  In 
the  Office  of  the  Oeneral  Counsel,  and  shall 
review  all  such  reports.  Persomiel  actions 
Involving  lawyers  In  the  Office  of  Oeneral 
Counsel,  such  as  changes  in  grade,  transfers 
or  terminations  of  services,  and  the  estab¬ 
lishment  or  elimination  of  position  descrip¬ 
tions  shall  In  all  instances  be  subject  to  the 
approval  of  the  Oeneral  Counsel.  The  Gen¬ 
eral  Counsel  with  the  approval  of  the  Secre¬ 
tary  of  the  Navy,  may  establish  Regional  or 
Branch  offices  of  the  Office  of  the  Oeneral 
Counsel;  and  the  Oeneral  Counsel  shall  select 
and  designate  the  Counsel  and  other  lawyers 
therein. 

7.  Uniformity,  Integration  and  Supervision. 
Tlie  legal  services  to  be  rendered  by  the 
Offices  of  Counsel  listed  in  paragraph  3,  the 
Counsel  for  Branch  or  Regional  offices,  and 
all  other  lawyers  in  the  Office  of  the  Oeneral 
Counsel,  both  departmenttd  and  In  the  field, 
shall  be  Integrated,  coordinated,  and  super¬ 
vised  by  the  Oeneral  Counsel.  The  Oeneral 
Counsel  shall  also  be  responsible  for  achiev¬ 
ing  and  maintaining,  so  far  as  practicable, 
uniformity  in  the  application  of  legal  prin¬ 
ciples  with  regard  to  matters  for  which  the 
Office  of  the  Oeneral  Counsel  Is  assigned 
responsibility  by  paragraph  4,  above. 

8.  Legal  Documents.  Contracts  and  amend¬ 
ments  thereto,  modifications  thereof,  and 
other  documents  pertaining  to  matters  for 
which  the  Office  of  the  Oeneral  Cotinsel  Is 
respoixsible  shall  be  submitted  to  the  appro¬ 
priate  lawyer  or  lawyers  of  that  Office  for  an 
opinion  as  to  form  and  legality,  and  for  any 
additional  pertinent  comment  or  advice  prior 
to  execution. 

§  737.1—432—1  I.><‘gal  Approval  of  fkin- 
trarts. 

The  Office  of  the  General  Counsel  shall 
approve  as  to  form  and  legality  fdl  con¬ 
tracts  to  be  entered  Into  by  any  procur¬ 
ing  activity.  Any  such  contract  may  bo 


executed  by  a  contracting  officer  without 
securing  further  approval  as  to  form  and 
legality. 

§  737.1—454  Responsibilities  of  the  Navy 

Publications  and  Printing  Service 

(NPPS). 

By  public  law  and  mandatory  regula¬ 
tions  issued  by  the  Congressional  Joint 
Committee  on  Printing,  the  Congress  of 
the  United  States  holds  the  Secretary  of 
the  Navy  responsible  for  insuring  that  all 
publications  and  printing  financed  in 
whole  or  in  part  by  Department  of  the 
the  Navy  funds  (appropriated  or  non-ap- 
propriated),  or  which  are  produced  or 
procured  in  its  behalf,  are  essential  and 
necessary  in  the  conduct  of  its  business 
and  are  economically  prepared,  pro¬ 
duced,  and  distributed.  The  Assistant 
Secretary  of  the  Navy  (Installations  and 
Logistics),  supported  by  the  Navy  Publi¬ 
cations  and  Printing  Policy  Committee, 
is  assigned  responsibility  by  the  Secre¬ 
tary  of  the  Navy  for  matters  relating  to 
publications  and  printing.  The  Navy 
Publications  and  Printing  Service  is  the 
Department  of  the  Navy  central  service 
for  publications  and  printing,  chartered 
by  the  Department  of  Defense  to  operate 
under  the  Navy  Industrial  F\md  to  pro¬ 
vide  printing  and  related  service  or  prod¬ 
ucts  for  the  Department  of  the  Navy  and 
for  agencies  of  the  Department  of  De¬ 
fense,  and  responsible  for  the  conduct  of 
a  coordinated  program. 

(a)  To  assure  the  economical  and  ef¬ 
ficient  development  of  materials  to  be 
printed  or  duplicated  and  the  procure¬ 
ment,  production,  and  distribution  there¬ 
of,  including  a  corollary  responsibility 
for  the  protection  of  classified  informa¬ 
tion  in  accordance  with  the  Department 
of  the  Navy  Supplement  (OPNAVINST 
5510. ID) ;  and 

(b)  To  prevent  or  to  remedy  any  ne¬ 

glect,  delay,  duplication,  impropriety,  or 
waste  in  the  acquisition,  production,  and 
distribution  of  Department  of  the  Navy 
publications  and  printing.  (See  S  737.1- 
108-51  (c)(v),  NAVSO  P-35;  8  737.1-201 
(c)  (iv),  (V)  and  (vl).  Definitions; 

§  737.5-601  Procurement  of  Printing  and 
Related  SuiH^lies.) 

§  737.1—600  Deburiiiciit,  F'.iifligibilily, 
and  ituspension. 

§  737.1—601  Establishment  and  Mainte¬ 
nance  of  Records  and  Lists  of  Firms 
or  Individuals  Debarred,  Ineligible  or 
Suspended. 

§  737.1—601—3  Joint  (lonsolidated  List 
Debarred,  Ineligible  and  Suspended 
Ckuitractors. 

The  Chief  of  Naval  Material  (MAT 
09G)  distributes  the  Joint  Consoli¬ 
dated  List  of  Debarred,  Ineligible  and 
Suspended  Contractors  to  appropriate 
Navy  activities.  As  an  interim  measure 
pending  distribution  of  amendments  to 
the  List,  appropriate  activities  will  be 
notified  when  an  individual  or  firm  is 
added  to  the  List. 

§  737.1—603  Grounds  for  lasting  and 
Treatment  To  Be  Accorded  l.istcd 
Concerns. 

(a)  Authority  to  permit  exceptions  for 
Type  A  listings  within  category  (ill)  and 


for  Type  D  listings  has  been  given  to  the 
Chief  of  Naval  Material.  Exceptions  will 
be  granted  only  in  extraordinary  cases 
where  the  best  interests  of  the  Govern¬ 
ment  may  be  served. 

(b)  All  delegations  of  authority  to  con¬ 
tractors  to  settle  terminated  subcontracts 
should  be  revoked  when  such  contractors 
are  suspended.  When  it  appears  neces¬ 
sary  to  protect  the  interests  of  the  Gov¬ 
ernment,  action  to  withhold  payments  to 
contractors  should  be  initiated  promptly 
and  should  not  be  deferred  pending  a  de¬ 
termination  by  tlie  Chief  of  Naval  Mate¬ 
rial  to  debar  or  suspend.  The  Chief  of 
Naval  Material  may  initiate  withholding 
action  based  on  information  available  to 
him. 

§  737.1—604  Adm!iii.>itrative  Debarment 
of  Firms  or  Individuals  (Type  A). 

Procuring  activities  may  recommend 
debarment  firms  or  individuals  for 
the  causes  listed  in  §  1.604.  Recom¬ 
mendations  should  contain  a  full  state¬ 
ment  of  all  available  facts  with  necessary 
supporting  documents  and  be  forwarded 
through  channels  to  the  Chief  of  Naval 
Material  (MAT09G).  Intermediate  ad¬ 
dresses  should  add  pertinent  comments 
and  recommendations. 

§  737.1—605  Suspension  of  Firm  or  In- 
dividuaL 

The  Chief  of  Naval  Material  may  make 
determinations  to  suspend  firms  or  in¬ 
dividuals  based  on  reports  submitted  in 
accordance  with  SECNAVINST  4385.1B. 
Referral  to  the  Department  of  Justice 
shall  be  a  prerequisite  to  suspension. 

§  737.1—700  Small  BusinoHS  Conrerfi. 

§  737.1-702  General  Policy. 

§  737.1—702—50  Dissemination  of  List* 
ings  of  (kimmodities  and  Services 
Purchased  by  Navy  Activities. 

(a)  In  order  to  acquaint  prospective 
prime  contractors  with  the  numerous 
types  of  commodities  and  services  pur¬ 
chased  by  the  Navy’s  widespread  pur¬ 
chasing,  activities  and  to  provide  more 
effective  local  one-stop  counseling  to 
them,  it  is  desirable  that  listings  of  com¬ 
modities  and  services  purchased  by  Navy 
activities  be  furnish^  to  major  Navy 
purchasing  activities  and  to  contract  ad¬ 
ministration  (rffices. 

(b)  The  following  activities  shall  fur¬ 
nish  listings  of  commodities  and  services 
purchased  to  each  of  the  purchasing 
activities  listed  in  the  Navy  Small  Busi¬ 
ness  and  Economic  Utilization  Personnel 
Directory  and  to  the  offices  listed  in 
paragraphs  (c)  and  (d)  below.  The  list¬ 
ings  will  be  updated  annually  and  dis¬ 
tribution  made  by  31  July. 

Naval  Air  System  Command 
Department  of  the  Navy 
Washington,  D.C.  20361 
Naval  Electronic  Systems  Command 
Department  of  the  Navy 
Washington,  D.C.  22081 
Naval  Sea  Systems  Command 
Department  of  the  Navy 
Washington,  D.C.  20360 
Naval  Ship  Systems  Command 
Department  of  the  Navy 
Washington,  D.C.  20360 
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Headquarters,  U.S.  Marine  Corps 

Washington,  D  C.  20380 

U.S.  Naval  Reseahch  Laboratory 

Washington,  D.C.  20360 

U.S.  Navy  Ships  Parts  Control  Center 

Mechanicsburg,  Pennsylvania  17056 

U.S.  Navy  Aviation  Supply  Office 

Philadelphia,  Pennsylvania  19111 

U.S.  Naval  Regional  Procurement  Office 

Long  Beach,  CA  90801 

U.S.  Naval  Regional  Procurement  Office 

Philadelphia,  Pennsylvania  19112 

U.S.  Naval  Regional  Procurement  Office 

Washington,  D.C.  20374 

U.S.  Naval  Supply  Center 

Norfolk,  Virginia  23511 

U.S.  Naval  Regional  Procurement  Office 

Oakland,  California  94625 

UH.  Naval  Supply  Center 

Charleston,  South  Carolina  29408 

UJ3.  Naval  Ammunition  Depot 

Crane,  Indiana  47522 

UJS.  Naval  Supply  Center 

Puget  Sound 

Bremerton,  Washington  98314 
Portsmouth,  Naval  Shipyard 
Portsnmuth,  New  Hampers  03801 
U.S.  Naval  Avionics  Facility 
Indianapolis.  Indiana  46218 
tr.S.  Naval  Air  Development  Center 
Warminster,  Pennsylvania  18974 
U.S.  Naval  Air  Engineering  Center 
Philadelphia,  Pennsylvania  19112 
U.S.  Naval  Ordnance  Station 
Louisville,  Kentucky  40214 

(c)  Contract  administration  ofl&ces 
which  will  receive  listings  of  commodities 
and  services  purchased  are  the  Naval 
Plant  Representative  Offices.  Supervisors 
of  Shipbuilding  (SUPSHIP) ,  and  Direc¬ 
tors  Defense  Contract  Administration 
Services  Regions  (DCASR)  listed  in  the 
DOD  Directory  of  Contract  Administra¬ 
tion  Service  Components  (DOD  4105.59- 
H). 

(d)  The  following  offices  will  also  re¬ 
ceive  listings  of  commodities  and  services 
purchased: 

Headquarters 
Defense  Supply  Agency 
Attn:  DSAH-PS 
Cameron  Station 
Alexandria,  Virginia  22314 
Chief  of  Naval  Material 
Attn:  MAT  0212P 
Department  of  the  Navy 
Washington.  D.C.  20360 

§  737.1—704  Small  Business  Olficials. 

§  737.1—704—50  Council  of  Small  Busi* 
ness  Specialists. 

To  accomplish  full  coordination  of 
effort  in  considering  and  resolving 
problems  primarily  affecting  small  busi¬ 
ness  concerns,  there  has  been  established 
a  Council  of  Small  Business  Specialists 
for  the  Department  of  the  Navy,  the 
chairman  of  which  is  the  Special  Assist¬ 
ant  for  Small  Business  and  Economic 
Utilization,  ASNlI&L),  and  includes  the 
senior  small  business  specialists  ap¬ 
pointed  by  the  Heads  of  the  Procuring 
Activities,  The  senior  small  business 
specialists  on  the  Council  shall  perform 
the  following  functions: 

(a)  Serve  as  a.ssistant5  and  advisors  to 
develop  new  or  improved  policies  and 
procedures  for  increasing  small  business 
participation  in  Navy  procurement,  and 


to  accomplish  unity  of  action  on  small 
business  matters; 

(b)  Attend,  upon  request.  Congres¬ 
sional  hearings  pertaining  to  small  busi¬ 
ness  matters  for  the  purpose  of  present¬ 
ing  the  Small  Business  matters  as  may  be 
prescribed  by  appropriate  authority. 

§  737.1-706  Set-Asides. 

§  737.1—706—1  Documentation  of  Small 
Business  Set-Aside  Action. 

The  contract  file  of  each  procurement 
in  excess  of  $10,000  shall  be  appro¬ 
priately  documented  by  the  small  busi¬ 
ness  specialist  and  the  contracting  officer 
to  indicate  the  action  taken  relative  to 
small  business  set-asides.  Dociunenta- 
tion  shall  be  accomplished  by  the  use 
of  Form  NAVMAT  4380/1  “Small  Busi¬ 
ness/Labor  Surplus  Set-Askie  Review,” 
revised  9/73,  obtainable  from  the  follow¬ 
ing  stocking  point:  Commanding  Officer, 
Naval  Publications  and  Forms  Center, 
5801  Tabor  Avenue,  Philadelphia,  Pa. 
19120.  Exceptions  to  the  foregoing  are 
procurements  involving  modificationfl  to 
or  orders  placed  against  existing  con¬ 
tracts;  procurements  involving  negotia¬ 
tions  with  educational  Institutions;  pro¬ 
curements  resulting  from  acceptance  of 
unsolicited  proposals;  orders  against  in¬ 
definite  quantity  type  contracts. 

§  737.1-706-5  ToUd  Set-Asides. 

A  total  small  business  set-aside  shall 
be  made  only  when  there  is  a  reasonable 
expectation  that  bids  or  proposals  will  be 
received  from  a  minimum  of  frvi’O  small 
business  concerns  and  that  awards  will 
be  made  at  reasonable  prices.  In  In- 
*  stances  where  solicitation  is  to  be  limited 
to  a  single  business  source,  negotiation 
authority  other  than  that  used  for  small 
business  set-asides  shall  be  cited.  See 
§  737.3-201-50  (b). 

§  737.1—707  Subrontravling  ^'ilh  Small 
Business  Concerns. 

§  737.1—707—4  Responsibility  for  Re- 
viewing  Subcontracting  Program. 

(a)  Chief  of  Naval  Material.  In  those 
cases  where  the  Navy  has  contract 
administration  responsibility,  the  Chief 
of  Naval  Material  (MAT  0212)  shall  as¬ 
sign  to  a  single  Navy  procuring  activity 
the  responsibility  for  reviewing  and 
evaluating  the  Small  Business  Subcon¬ 
tracting  Program  at  a  contractor’s 
plant(s) . 

(b)  Procuring  Activities.  The  procuring 
activity,  designated  in  accordance  with 
subparagraph  (a)  above,  is  responsible 
for  advising  the  contractor  or  subcon¬ 
tractor  of  the  requirements  of  the  pro¬ 
gram  and  for  insuring  that  a  program  to 
fulfill  these  requirements  is  carried  out 
on  a  continuing  basis.  The  cognizant 
Field  Contract  Administration  office  shall 
be  advised  by  the  designated  procuring 
activity  whenever  a  contractor  or  sub¬ 
contractor  is  required  to  establish  a 
Small  Business  Subcontracting  Program 
that  will  be  evaluated  by  the  Navy,  and 
such  office  shall  assist  the  procuring 
activity  in  carrying  out  Its  responsibili¬ 
ties.  Periodic  formal  reviews  of  contrac¬ 
tor’s  Small  Business  Subcontracting 
Program  will  be  accomplished  by  the 


small  business  specialist  as  the  procuring 
activity,  or  by  a  Field  Contract  Adminis¬ 
tration  office  when  so  requested  by  the 
procuring  activity,  using  for  guidance  an 
Evaluation  Check-off  Sheet  as  prescribed 
in  §  1.707-4(c)  (3).  Advance  notice  of 
intention  to  conduct  such  surveys  or 
visit  plants  shall  be  given  by  the  small 
business  specialist  to  the  appropriate 
Contract  Administration  office.  Person¬ 
nel  from  the  cognizant  procuring  activ¬ 
ity,  preferably  from  the  Small  Business 
Office,  will  visit  contractors  or  subcon¬ 
tractors  in  the  Program  at  least  once  a 
year  to  review  their  performance. 

(c)  Field  Contract  Administration  Of¬ 
fice.  The  designated  procuring  activity 
shall  request  the  cognizant  Field  Con¬ 
tract  Administration  office  to  maintain 
continuous  surveillance  over  the  pur¬ 
chasing  practices  of  prime  contractors 
and  subcontractors  participating  in  the 
Small  Busineu  Subcontracting  Program 
to  insure  compliance  with  the  provisions 
of  §  1.707-3.  Such  surveillance  by  the 
Field  CoBtMct  Administratfon  office 
will  include  observation  of  the  extent  to 
which  considefation  is  given  to  the  po¬ 
tentialities  of  small  business  concerns 
in  make-or-buy  decisions.  The  field  Con¬ 
tract  Administration  office  representa¬ 
tive  shall  make  appropriate  representa¬ 
tions  to  a  contractor  or  subcontractor 
when  a  make-or-buy  decision  is  contem¬ 
plated  which  would  adversely  affect  small 
business  concerns  and  appears  unw'ar- 
ranted  in  the  light  of  the  contractor’s 
responsibilities  under  this  Program. 
When  requested  by  the  procming  activity 
to  conduct  a  formal  review  of  a  contrac¬ 
tor’s  Small  Business  Subcontracting 
Program,  using  the  Evaluation  Check- 
Off  Sheet  as  prescribed  in  §  1.707-4 
(c)(3),  one  copy  of  the  completed 
report  should  be  furnished  to  the  re¬ 
questing  activity  and  the  other  copy  to 
the  Chief  of  Naval  Material  (MAT0212) . 

(d)  Prime  and  Subcontractor  Per¬ 
formance.  In  the  event  of  imsatisfactory 
subcontracting  practice  by  a  contractor 
xmder  this  Program,  the  designated  pro¬ 
curing  activity  shoidd  so  notify  the  con¬ 
tracting  officer  and  insure  that  the  con¬ 
tractor  is  similarly  advised  on  this  action. 

§  737.1—900  Responsible  Prospei  live 
Contractors. 

§  7.37.1—950  Na^-y  Contractor  Experi¬ 
ence  List. 

(a)  General.  The  Chief  of  Naval  Ma¬ 
terial  maintains  a  Navy  Contractor  Ex¬ 
perience  List  (NC7EL),  issued  quarterly 
in  the  form  of  a  NAVMAT  NOTICE, 
which  lists  the  names  of  contractors 
whose  performance  tmder  one  or  more 
Navy  contracts  has  been  imsatisfactory. 
Similar  lists  covering  contractors  who 
have  not  performed  satisfactorily  under 
their  respective  contracts  are  maintained 
by  the  Air  Force  and  the  Defense  Supply 
Agency.  The  Air  Force  Contractor  Ex¬ 
perience  List  (AFCJEL)  and  the  Defense 
Supply  Agency  Contractor  Experience 
List  (DSACEL)  are  distributed  as  enclo¬ 
sures  with  the  NAVMAT  NOTICE.  The 
NCEL  and  all  correspondence  disclosing 
the  names  of  contractors  included,  or 
proposed  to  be  included,  on  the  NCEL 
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shall  be  designated  and  marked  “FOR  to  the  list  and  does  not  constitute  an  area(s)  considered  to  be  unsatisfactory 
OFFICIAL  USE  ONLY."  except  that  the  exclusive  basis  for  a  determination  of  and  provide  an  adequate  but  concise  ex- 
original  of  correspondence  addressed  to  current  responsibility.  The  NCEL  has  no  planation  as  to  the  reasons  therefor; 
the  contractor  concerned  need  not  be  so  relationship  to  the  Joint  Consolidated  e.g.,  Inadequate  property  admlnlstra- 
marked;  however,  any  distribution  copies  List  of  Debarred,  Ineligible  and  Sus-  tion,  poor  purchasing  system,  failure  to 
of  letters  addressed  to  the  contractor  do  pended  Contractors  (NAVEXOSP-1205)  comply  with  specific  contract  requlre- 


require  the  designation  and  marking,  and  the  inclusion  of  any  sense  be  re-  ments,  a  record  of  knowingly  and  wlll- 
‘‘FDR  OFFICIAL  USE  ONLY.”  Ihe  garded  as  a  determination  of  debarment  fully  submitting  unfounded  or  unsup- 
NCEL  provides  the  following  data:  or  ineligibility.  The  procedures  covered  portable  claims  or  a  course  of  conduct 

(1)  Name  of  supplier  (where  appro-  herein  do  not  apply  to  foreign  procure-  designed  to  frustrate  the  settlement  of 
priate,  division  or  plant  concerned  will  ments.  claims,  etc. 

be  specified) ;  (e)  Reasons  for  Listing  Contractors.  (f)  Responsibility  of  Listed  Contrac- 


be  specified) ;  (e)  Reasons  for  Listing  Contractors.  (f)  Responsibility  of  Listed  Contrac- 

(2)  Address  (city  and  state  only) ;  A  contractor  may  be  Included  on  the  tors.  In  determining  the  responsibility  of 

(3)  Reason  for  Inclusion  on  the  List  NC^  for  one  or  more  of  the  reasons  prospective  contractors  who  are  listed 

(Identified  by  the  related  Code  Symbol  shown  below.  Identified  by  the  related  in  the  NCEL,  the  PCO  shall  decide  what 
referenced  in  the  publication) ;  code  sjTnbol  indicated :  additional  information  will  be  required, 

(4)  Activity  recommending  inclusion  (1)  CODE  SYMBOL  F— Contractors  what  sources  of  information  will  be  utl- 
on  the  List  (abbreviated  symbol:  SUP  Who  Have  a  Less  Than  Adequate  Finan-  Uzed  and  what  means.  Including  pre¬ 


referenced  in  the  publication) ; 

(4)  Activity  recommending  inclusion 
on  the  List  (abbreviated  symbol:  SUP 


SHIP  5  ND,  SPCC,  NAVAIR,  DCASR  cial  Capability  for  Contract  Perform- 


New  York,  etc.) ;  and 
( 5 )  Date  placed  on  List. 


ance.  Recommendations  under  this  cate- 


additional  information  will  be  required, 
what  sources  of  information  will  be  uti¬ 
lized  and  what  means.  Including  pre¬ 
award  smweys  as  appropriate,  will  be 
employed  to  obtain  the  required  Infor- 


gory  must  be  supported  by  a  financial  mation.  In  addition,  where  the  supplier 
(b)  Purpose.  The  NCEL  has  a  number  statement  demonstrating  lack  of  finan-  is  listed  in  the  NCEL  because  of 
of  purposes,  the  principal  ones  being  to:  cial  capability  together  with  evidence  his  record  of  knowingly  and  willfully 
(1)  Motivate  the  contractor  to  Im-  that  adequate  financial  support  is  not  submitting  unfotmded,  unsupportable 
prove  his  performance  to  the  degree  nec-  available.  All  contractors  who  have  filed  claims  or  a  course  of  conduct  designed 
essary  to  prevent  his  inclusion  on  the  for  bankruptcy  or  who  have  been  placed  to  frustrate  the  settlement  of  claims. 
List  or  to  accomplish  his  early  removal  in  receivership  shall  be  reported  to  the  approval  must  be  obtained  from  the 
therefrom  in  the  event  he  has  been  listed.  Chief  of  Naval  Material  for  NCEL  list-  Chief  of  Nav£d  Material  (MAT  02)  be- 


therefrom  in  the  event  he  has  been  listed,  chle 
(2)  Identify  contractors  who  have  not  ing 


performed  satisfactorily  and  provide  no¬ 
tification  thereof  to  other  service  com¬ 
ponents. 


(2)  CODE  SYMBOL  T— Contractors 
Other  Than  Those  Included  on  the  Joint 


fore  making  any  award  in  excess  of 
$100,000  to  such  supplier  unless  the  pro¬ 
curement  is  from  a  sole  source  supplier 


Consolidated  List  of  Debarred.  Ineligible,  for  stock  items  or  spare  parts. 

(3)  Alert  the  contracting  officer  to  the  and  Suspended  Contractors  (.NAVEX-  (g)  Recommending  Activities.  Recom- 
deficlencies  of  listed  contractors  who  may  OSP—1205) .  Who  Have  Had  One  or  More  mendatlons  that  contractors  be  included 
be  under  consideration  for  new  contract  Contracts  Terminated  for  Default.  The  on  the  NCEL  shall  be  submitted  to  the 
awards,  and  documentation  in  support  of  the  recom-  chief  of  Naval  Material  (MAT  0241)  by 


awaras,  ana  documentation  in  support  of  the  recom-  chief  of  Naval  Material  (MAT  0241)  by 

(4)  Focus  the  attention  of  both  con-  mendation  shall  cite  the  contract(s)  both  purchasing  and  contract  admlnls- 

tractor  and  Navy  management  on  the  terminated  for  default,  the  date  (s) ,  sup-  tration  activities.  Two  important  sotirces 

unsatisfactory  conditions  which  require  piles  or  services  covered  by  the  contracts,  of  Information  concerning  contractor 

correction.  _  reasons  for  such  terminations  and  the  performance  are  requirements  per- 

(c)  Application.  The  NCTTj  consists  of  results  of  any  appeal  or  other  disposition  sonnel  and  technical  personnel.  The 
contractors  whose  performance  on  one  of  the  case  if  available.  All  defaulted  pco  (Procuring  Contracting  Officer) 
or  more  Navy  contracts,  during  the  12  contractors  shall  be  reported  to  the  shall  therefore  take  necessary  action 

months  preceding  listing,  has  been  deter-  Chief  of  Naval  Material  for  NCEL  concerning  contracts  under  his  cognl- 

mined  to  be  unsatisfactory.  The  NCEL  listing.  zance  to  assure  that  information  is  re- 

Is  intended  to  aid  the  contracting  officer  (3)  CODE  SYMBOL  D — Contractors  reived,  on  a  recurring  basis,  from  cognl- 


Is  intended  to  aid  the  contracting  officer 
in  making  the  required  determination. 


zance  to  assure  that  information  is  re¬ 
ceived,  on  a  recurring  basis,  from  cognl- 


In  making  the  required  determination.  Who  Have  An  Unsatisfactory  Record  of  zant  requirements  and  technical  person- 
pursuant  to  §  1.904,  of  the  responslbll-  Delivery  on  One  or  More  Contracts.  In-  pel  regarding  unsatisfactory  contractor 
ity  or  nonresponsibility  of  prospective  elude  in  the  letter  of  recommendation  a  performance.  Similarly,  the  ACO  (Ad- 
contractors.  If  a  listed  contractor  is  summary  of  the  frequency,  duration  and  ministrative  Contracting  Officer)  shall 


contractors.  If  a  listed  contractor  is  summary  of  the  frequency,  duration  and 
being  considered  for  a  new  award,  the  seriousness  of  late  deliveries  where  the 
NCEL  provides  the  contracting  officer  delay  is  considered  to  be  the  fault  of  the 
with  Information  concerning  past  or  re-  contractor  in  whole  or  in  part.  Indicate 


assure  that  the  technical  organizational 
elements  of  the  contract  administration 
with  Information  concerning  past  or  re-  contractor  in  whole  or  in  part.  Indicate  activity  furnish  requisite  information, 
cent  unsatisfactory  performance  by  the  the  nature  and  extent  of  any  Govern-  Both  PCO  and  ACO  activities  shall  pay 
prospective  contractor  or  with  other  data  ment  contribution  to  delinquency  and  particular  attention  to  information  re¬ 
hearing  upon  the  prospective  contrac-  the  consequent  number  of  days  of  ex-  ceived  concerning  contracto  failure  to 
tor’s  responsibility.  The  areas  of  weak-  cusable  delay  granted  the  contractor,  meet  quality  control  requirements  or 
ness  thus  Identified  Indicate  to  the  con-  Provide  a  list  of  contracts  concerned  and  product  quality  standards,  including 
tractlng  officer  the  need  for  further  the  applicable  original  contract  delivery  cases  where  material  has  been  delivered 
information  in  determining  whether  the  dates,  revised  delivery  dates  (give  reas-  and  accepted  by  the  Government  but  is 
minimum  standards  for  responsible  pro-  ons  therefor  and  whether  consideration  subsequently  reported  to  be  defective.  It 
spective  contractors  can  be  met  (see  was  obtained),  actual  delivery  dates,  is  emphasized  that  a  contractor  may  be 
§  1.903).  Based  on  such  additional  inf  or-  number  of  days  late  and  estimate  cure  Included  on  the  NCEL  for  unsatisfactory 
mation  (see  paragraph  (f)  of  this  sec-  date.  Do  not  list  contracts  where  the  performance  on  one  contract  only,  not- 
tion)  the  contracting  officer  is  in  a  better  contracts  are  not  considered  responsible  withstanding  the  fact  that  performance 
position  to  evaluate  the  responsibility  of  for  any  portion  of  the  delay.  under  other  contracts  may  be  adequate. 


a  prospective  contractor. 

(d)  Limitation.  The  listing  of  a  con- 


withstanding  the  fact  that  performance 
under  other  contracts  may  be  adequate. 


(4)  CODE  SYMBC)L  Q— Contractors  The  PCO  or  the  ACO  shall  submit  a  rec- 
'ho  Have  An  Unsatisfactory  Record  of  ommendation  where  the  evidence  war- 


id)  Limitation.  The  listing  of  a  con-  Who  Have  An  Unsatisfactory  Record  of  ommendation  where  the  evidence  war- 

tractor  on  the  NC7EL  must  not  Itself  be  Quality  Assurance /Control.  Furnish  a  rants  such  action,  regardless  of  the  fact 

Interpreted  to  mean  that  the  listed  con-  current  evaluation  of  the  contractor’s  that  knowledge  of  the  contractor's  per- 

tractor  will  not  be  given  an  opportunity  quality  control  or  inspection  system  or  formance  is  limited  to  a  few  contracts  or 

to  bid  or  quote  on  a  proposed  procure-  specific  examples  of  unsatisfactory  or  to  a  single  contract.  Coordination  be- 


ment;  that  negotiations  carmot  be  car¬ 
ried  on  with  that  contractor;  or  that  an 
award  cannot  be  made  to  such  contrac- 


defectlve  material. 

(5)  CODE  SYMBOL  M— Confraefors 
Whose  Performance  Is  Considered  Un- 


tor.  Such  listing  indicates  only  that  the  satisfactory  or  Whose  Responsibility  is 
unsatisfactory  situation  existed  at  or  Questioned  for  Other  Reasons.  Recom- 
prlor  to  the  time  the  supplier  was  added  mendatlons  must  specify  the  particular 


tween  ACO  and  PCO  is  essential  to  as¬ 
sure  that  the  Government  has  not  con¬ 
tributed  to  the  poor  performance  of  a 
contractor  by  failure  to  provide  special 
tooling,  draw'ings  and  specification  clarl- 
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fication  or  contract  modification  where 
required. 

(h)  Procedures.  If  the  PCO  or  AGO 
determines  that  a  contractor  should  be 
placed  on  the  NCEL  for  one  of  the  rea¬ 
sons  indicated  in  paragraph  (e)  above, 
the  PCO  or  AGO  shall  submit  a  recom¬ 
mendation  to  that  effect  to  the  Chief  of 
Naval  Material  (MAT  0241),  stating  the 
appropriate  reason(s) ,  together  with  the 
related  code  symbol.  Recommendations 
shall  be  forwarded  to  the  Chief  of  Naval 
Material  (MAT  0241)  via  the  cognizant 
command  or  office.  Prior  to  submitting 
a  recommendation  to  the  Chief  of  Naval 
Material,  the  PCO  or  ACO  shall  take  the 
following  measures; 

(1)  Notify  the  contractor  by  letter 
(see  paragraph  (1)(1)  of  this  section) 
that  a  recommendation  to  place  his  com¬ 
pany  on  the  NCEL  is  considered  war¬ 
ranted.  State  the  specific  deficiencies  in 
the  contractor’s  perfonnance  which  pro¬ 
vide  the  basis  for  the  proposed  action. 
Enclose  in  this  initial  notice  to  the  con¬ 
tractor  a  copy  of  the  §  737.1-950.  Infonn 
the  contractor  that  he  may  submit  a 
reply  to  the  notifying  activity,  mailed  in 
sufficient  time  to  be  received  within  15 
days  from  the  date  of  the  notice,  ad¬ 
vising  of  proposed  corrective  measures  to 
be  taken  and  presenting  reasons  why  he 
should  not  be  recommended  for  NCEL 
listing. 

(2)  Send  copies  of  the  above  initial 
notice  to  the  cognizant  ACO  or  to  the 
cognizant  Navy  PCOs,  as  the  case  may 
be,  requesting  a  reply  be  submitted  with¬ 
in  15  days  from  the  date  of  the  notice, 
including  concurrence  or  nonconcurrence 
in  the  proposed  action  together  with  ap¬ 
propriate  comments. 

(3)  If  the  contractor’s  response  and 
the  ACO/PCO  comments  received  within 
the  specified  15  days  do  not  justify  can¬ 
celling  the  proposed  recommendation,  or 
if  no  contractor  response  has  been  re¬ 
ceived,  immediately  inform  the  contrac¬ 
tor,  by  means  of  a  second  letter  (see 
paragraph  (1)  (2)  of  this  section) ,  that  he 
has  been  recommended  for  placement  on 
the  NCEL.  On  the  same  date  this  notifi¬ 
cation  is  foi*warded  tb  the  contractor, 
submit  the  NCEL  recommendation  to  the 
Chief  of  Naval  Material  (MAT  0241). 

(4)  If  the  response  from  the  contrac¬ 
tor  and  the  replies  received  from  the 
ACO/PCO  do  justify  cancellation  of  the 
proposed  recommendation,  a  prompt  ac¬ 
knowledgement  to  the  contractor  should 
be  forwarded. 

(i)  Information  to  be  Included  in  Rec¬ 
ommendation.  The  minimum  informa¬ 
tion  to  be  furnished  with  each  recom¬ 
mendation  is  as  follows: 

(1)  Full  name  of  company,  address, 
product  line  and  name  of  president  or 
top  responsible  official.  If  the  recommen¬ 
dation  applies  to  an  affiliate  or  subsidiary 
only,  so  indicate  and  explain  relation¬ 
ship  to  parent  company. 

(2)  Cognizant  purchasing  and/or  con¬ 
tract  administration  office,  name  and 
position  of  person  to  be  contacted  and 
autovon  and  commercial  telephone  num¬ 
bers. 

(3)  Applicable  contract  number(s) ,  ef¬ 
fective  date,  type  of  contract,  total  dollar 


value,  dollar  value  of  imdelivered  bal¬ 
ance  and  imusual  contract  provisions,  if 
any,  considered  to  have  a  bearing  upon 
the  issues  presented. 

(4)  Code  symbols  for  which  the  con¬ 
tractor  is  being  recommended.  (See  para¬ 
graph  (e)  of  this  section  for  the  infor¬ 
mation  required  imder  the  applicable 
symbol  and  include  additional  details  as 
appropriate) .  Indicate  whether  the  rec¬ 
ommendation  is  concurred  in  or  not  con¬ 
curred  in  by  the  ACO  or  the  PCO,  as  the 
case  may  be.  The  reasons  for  recommend¬ 
ing  the  contractor  for  placement  shall 
be  based  on  the  contractor’s  performance 
during  the  preceding  12  months.  If  Code 
"Symbol  P  (inadequate  financial  capabil¬ 
ity)  is  cited,  comments  covering  the  fol¬ 
lowing  points  should  be  furnished;  (1) 
Whether  the  contractor  is  in  a  position 
to  obtain  the  additional  financial  re¬ 
sources  necessary  to  complete  the  con¬ 
tract,  (ii)  whether  CSovernment  assist¬ 
ance  is  feasible  and  advisable  and  (iii) 
whether  any  plans  exist  or  are  being 
prepared  to  minimize  Government  losses 
in  the  event  the  contractor  is  not  able  to 
continue.  If  the  recommendation  (re¬ 
gardless  of  which  code  symbol  is  cited) 
is  intended  to  apply  only  to  certain  sup¬ 
plies  or  services  or  only  to  a  specific 
plant,  the  ai’eas  of  limitation  shall  be 
clearly  defined  and  any  listmg  sub¬ 
sequently  made  as  a  result  of  such  a  rec¬ 
ommendation  will  indicate  its  limited 
nature. 

(5)  Brief  statement  of  previous  cor¬ 
rective  action  indicated  by  the  PCO  or 
ACO,  e.g.,  conferences  with  contractor 
indicating  dates  held  and  outcome;  revi¬ 
sion  of  delivery  schedules;  issuance  of 
“cure  notices’’  or  “show  cause  notices," 
including  dates  such  actions  were  taken 
aiKi  results  thereof. 

(6)  Brief  narrative  of  factors  consid¬ 
ered  responsible  for  contractor’s  imsatis- 
factory  performance,  such  as  poor  pro¬ 
duction  planning,  failure  to  place  timely 
orders  wdth  vendors  or  subcontractors, 
lack  of  correct  evaluation  of  solicitations, 
failure  to  take  timely  and  aggressive  ac¬ 
tion  to  identify  and  correct  deficiencies, 
etc. 

(7)  A  copy  of  both  the  initial  and  sec¬ 
ond  notice  to  the  contractor  together 
with  a  copy  of  any  contractor  response 
to  these  notices. 

(8)  A  copy  of  the  A(X)/PCO  comments 
on  the  initial  notice  to  the  contractor.  If 
these  comments  or  the  contractor’s  re¬ 
sponse  are  received  by  the  recommending 
activity  after  it  has  submitted  the  NCEL 
recommendation,  promptly  forward  such 
replies  separately  to  the  Chief  of  Naval 
Material  (MAT  0241). 

(9)  A  detailed  analysis  of  the  contrac¬ 
tor  response  taking  exception  to  the  rec¬ 
ommended  action.  This  analysis  shall 
consist  of  a  comprehensive  evaluation  of 
the  information  furnished  by  the  con¬ 
tractor,  indicating  specific  areas  of 
agreement  or  disagreement  with  the  con¬ 
tractor’s  statements,  providing  detailed 
comments,  fully  documented  of  the  is¬ 
sues  involved  and  an  up-date  of  earlier 
information  supplied  by  the  recommend¬ 
ing  activity. 


<j)  Review  of  Listed  Suppliers.  The 
continuing  review  of  each  contractor 
listed  on  the  NCEL  will  be  the  primary 
responsibility  of  the  applicable  recom¬ 
mending  activity  for  the  purpose  of  de¬ 
termining  whether  or  not  retention  on 
the  list  is  warranted.  Recommendations 
for  removal  from  the  NCEL  may  be 
made  at  any  time  that  the  deficiencies 
which  resulted  in  the  listing  have  been 
corrected  or  sufficiently  improved  to 
justify  such  action.  Specific  information 
substantiating  the  recommended  removal 
shall  be  furnished.  Contractors  who  no 
longer  have  Government  contracts  after 
having  been  included  on  the  NCEL  for 
one  year  should  normally  be  recom¬ 
mended  for  removal.  Removal  shall  also 
be  recommended  in  the  case  of  any  con¬ 
tractor  who  has  subsequently  been  in¬ 
cluded  on  the  Joint  Consolidated  List  of 
Debarred,  Ineligible  and  Suspended  Con¬ 
tractors  (Part  1,  Subpart  P).  Recom¬ 
mendations  for  removal  should  not  be 
made  where  a  contractor  has  appealed 
any  matter  which  resulted  in  his  being 
listed  unless  and  until  the  appeal  is  re¬ 
solved  in  the  contractor’s  favor.  In  the 
case  of  a  Code  T  listing,  removal  from  the 
NCEL  should  not  be  recommended  until 
(1)  the  termination  for  default  has  been 
converted  to  a  termination  for  conven¬ 
ience,  (2)  the  Armed  Services  Board  of 
Contract  Appeals  has  substantially  up¬ 
held  the  contractor’s  position,  or  (3)  the 
contractor  has  been  listed  for  one  year. 
Where  a  contractor  has  been  listed  under 
Code  P  for  bankruptcy/receivership,  re¬ 
moval  should  not  be  recommended  until 
such  proceedings  have  been  completed 
and  the  contractor  has  been  listed  for 
one  year.  Whenever  the  contractor’s  re¬ 
tention  is  recommended,  briefly  indicate 
the  reasons  therefor  (omitting  informa¬ 
tion  previou.sly  reported)  and  also  vali¬ 
date  the  applicable  code  symbols. 

(k)  Quarterly  Report.  Pursuant  to  par¬ 
agraph  (j)  of  this  section,  the  recom¬ 
mending  activity  shall,  within  45  days 
after  the  date  of  each  quarterly  issue  of 
the  NCEL,  submit  by  letter  to  the  Chief 
of  Naval  Material  (MAT  0241)  recom¬ 
mendations  to  remove  or  retain  the 
names  of  listed  contractors. 

(l)  Formats  for  Letters  to  Contractors. 
Suggested  formats  for  the  initial  and 
subsequent  notice  to  the  contractor  ai*e 
set  forth  below. 

(1)  Format  for  Initial  Notice  to 
Contractor; 

(Letterhead  of  Recommending  Activity) 

Mr. _ _  President 

(Name  of  Contractor) 

(Address) 

Dear  Mr.  _ :  The 

Navy  Department  has  established  a  list  of 
contractors  whose  perfonnance  or  financial 
condition  has  been  determined  to  be  unsatis¬ 
factory.  This  list  Is  the  Navy  Contractor  Ex¬ 
perience  List  (NCEL).  The  policies  and  pro¬ 
cedures  to  be  followed  in  listing  contractors 
on  the  N(7EL  are  set  forth  in  Section  I,  Part  9 
of  the  Navy  Procurement  Directives  (NPD), 
a  copy  of  which  is  enclosed.  The  NCEL  pro¬ 
vides  a  means  of  informing  contracting  offi¬ 
cers  that  an  unsatisfactory  situation  existed 
at,  or  prior  to  the  time  a  contractor  was  added 
to  the  list.  It  should  be  understood,  however. 
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that  contractors  included  on  the  NCEL  are 
not  barred  from  submitting  bids  or  offers  on 
proposed  procurements  or  from  receiving  fu¬ 
ture  contract  awards. 

This  is  to  notify  you  that  in  view  of  the 
unsatisfactory  conditions  noted  below  (Indi¬ 
cate  contract  number (s)  involved  and  discuss 
specific  deficiencies  thereunder)  this  office 
considers  that  a  recommendation  to  place 
your  company  (insert  name  of  company, 
plant  or  division  and  location)  on  the  NCEL 
is  warranted.  Action  recommending  your  In¬ 
clusion  on  the  NCEL  is  being  deferred,  how¬ 
ever,  to  afford  you  an  opportunity  to  advise 
what  corrective  measures  you  propose  to  take 
and  to  present  your  reasons  why  the  company 
should  not  be  listed. 

Please  forward  your  reply  In  sufficient  time 
to  be  received  by  this  office  within  15  days 
after  the  date  of  this  letter. 

Sincerely, 


(2)  Format  for  Notice  to  Contractor 
of  Recommendations  Submitted  to  the 
Chief  of  Naval  Material: 

(Letterhead  of  Recommending  Activity) 

Mr.  _ _  President 

(Name  of  Contractor) 

(Address) 

Deab  Mr.  _ :  We 

have  carefully  reviewed  your  letter  of  (date) 
(or:  We  have  received  no  reply  to  our  letter 
of  (date) )  and  have  concluded  that  a  rec¬ 
ommendation  that  your  company  be  placed 
on  the  Navy  Contractor  Experienced  List 
(NCEL)  Is  still  warranted  for  the  reasons 
stated  In  our  letter  dated _ Ac¬ 

cordingly  we  have  recommended  that  your 
company  be  Included  on  the  NCEL. 

If  this  recommendation  Is  approved  by 
Headquarters.  Naval  Material  Conunand.  your 
firm  will  subsequently  be  listed  on  the  NCEL. 
A  record  of  your  performance  on  present  and 
future  contracts  will  be  reviewed  at  least 
quarterly.  At  such  time  as  there  Is  assurance 
that  your  company  has  taken  effective  action 
to  correct  the  unsatisfactory  conditions,  wo 
shall  recommend  your  removal  from  the 
NCEL. 

We  earnestly  hope  that  you  will  promptly 
correct  the  conditions  which  resulted  In  this 
recommendation. 

Sincerely, 


§  737.1—1000  Publicizing  Protiireinenl 
Actions. 

.§  737.1—1002  Dissemination  of  Infor¬ 
mation  Kelating  to  Invitation  for  Bids 
and  l{e<|uests  fur  Proposals. 

§  737.1—1002—6  Paifl  Advertisements  in 
Newspapers  and  Trade  Journals. 

Subject  to  the  requirements  of  Part  4, 
Subpart  H,  the  Heaid  of  a  Procuring  Ac¬ 
tivity  may  authorize  the  publication  of 
paid  advertisements,  notices,  or  proposals 
as  are  deemed  necessary  in  order  to 
secure  effective  competition. 

§  737.1— 1002— i>0  Announcement  of  New 
Major  System /Project  Procuremc-nl. 

The  text  of  the  synopsis  to  be  pub¬ 
lished  in  the  Commerce  Business  Daily 
shall  be  in  the  following  format.  The 
procedure  for  preparation  and  transmis¬ 
sion  set  forth  in  5  1.1003-9  shall  be  used. 
Development  sources  sought; 

(a)  The  Department  of  the  Navy  con¬ 
templates  the  procurement  of  contract 
definition  studies  leading  to  the  selec¬ 
tion  of  a  contractor  to  design,  produce, 
and  deliver  the  following: 


(Describe  system's  mission,  operating  char¬ 
acteristics,  subsystems,  etc.,  provided  Infw- 
matlon  is  unclassified.) 

(Describe  scope  of  contractor’s  responsi¬ 
bility.) 

(Describe  extent  of  GFE.) 

This  procurement  wUl  follow  the  proce¬ 
dures  required  by  DOD  Directive  32(X).9  of  1 
July  1965  “Initiation  of  Engineering  and 
Operational  Systems  Development.”  Solicita¬ 
tion  of  proposals  will  be  restricted  to  a  bld- 
ders’llst  of  qualified  concerns.  The  prepara¬ 
tion  of  this  restricted  bidders  list  will  be 
undertaken  by  the _ project  of¬ 

fice.  It  will  be  based  on  evaluation  of  appli¬ 
cations  to  determine  the  capability  of  pro¬ 
spective  offerors  to  perform  the  “Contract 
Definition”  contract  and  design  and  pro¬ 
duction  of - during  the  develop¬ 

ment  and  production  contract.  Interested 
firms  as  separate  corporate  entitles  or  as 
proposed  Joint  ventures  should  submit  ap¬ 
plications  to  the  project  manager, _ 

(Insert 

-  project, . . .  by 

maUlng  address) 

(Insert  date) 

Information  submitted  should: 

(1)  Describe  capability  for  design,  sys¬ 
tems  analysis,  financing,  computer  pro¬ 
graming,  and  production.  Include  ex¬ 
perience  on  work  performed  or  being 
performed  pertinent  and  specific  in  the 
areas  under  consideration. 

(2)  Furnish  names  and  professional 
qualifications  of  engineers,  technical, 
management  and  other  key  persormel 
who  may  be  assigned  as  principal  proj¬ 
ect  officers  for  this  task. 

(3)  Describe  availability  and  capacity 
of  facilities  including  access  to  labor 
supply. 

(4)  Furnish  statement  regarding  in¬ 
dustrial  security  clearance. 

(5)  Furnish  financial  statement  in¬ 
cluding  corporate  stmcture. 

(6)  Describe  in  detail  the  overall  man¬ 
agement  system,  and  how  the  system  will 
meet  Navy  management  and  date  re¬ 
quirements  regarding  such  areas  as  cost 
control  ssytem  criteria  and  technical  per¬ 
formance  measurement. 

(7)  Any  other  specific  information  per¬ 
tinent  to  this  particular  procurement 
that  merits  consideration  in  our  evalua¬ 
tion  of  the  information  submitted. 

Regardless  of  any  previously  submitted 
Information  or  information  on  file  in  the 
Navy,  interested  organizations  must  sub¬ 
mit  qualifying  information  requested  by 
this  specific  synopsis.  Award  of  contract 
definition  contract  will  be  made  to  two 
or  more  offerors  selected  by  the  (jovem- 
ment  based  on  managerial  and  technical 
excellence  as  evidenced  in  proposals  re¬ 
ceived  in  response  to  a  formal  request 
for  proposals  presently  schedule  for  is¬ 
sue  approximately  _  Work 

under  “Contract  Definition”  contract  will 
consist  of  the  preparation  and  submis¬ 
sion  of  firm  proposals  for  the  engineer¬ 
ing  development  and  production  of 

_ For  purpases  of  identity, 

respondents  should  reference  this  synop¬ 
sis  No. _ 

§  737.1—1004  Annoiinreinrnls  of  Con¬ 
tracts  Valued  at  $1,000,000  or  More. 

(a)  Announcement  of  any  newly  exe¬ 
cuted  contract,  including  announcement 


of  any  modification  to  a  previously 
awarded  contract,  valued  at  $1,000,000 
or  more,  shall  be  forwarded  for  coordi¬ 
nation  to  the  Navy  Chief  of  Information 
(CHINFO)  and  release  by  tlTe  OflBce  of 
the  Assistant  Secretary  of  Defense  (Pub¬ 
lic  Affairs).  In  the  case  of  a  letter  con¬ 
tract,  the  announcement  will  be  for¬ 
warded  to  CHINFO  (1)  at  the  time  of 
Issuance  of  the  letter  contract,  (2)  when 
it  Involves  any  modification,  and  (3)  at 
the  time  of  its  conversion  to  a  definitive 
contract.  No  public  release  (including 
advice  to  the  prospective  contractor) 
shall  be  made  vmtil  such  time  as  des¬ 
ignated  by  CHINFO.  All  necessary  pre¬ 
cautions  shall  be  taken  to  prevent  the  un¬ 
authorized  disclosure  of  information 
prior  to  the  designated  release  time. 

(b)  Submission.  Contract  announce¬ 
ments  shall  be  submitted  in  accordance 
with  the  following  procedures: 

(1)  Two  (2)  copies  of  the  covering 
letter  forwarding  the  announcement 
shall  be  prepared.  The  covering  letter 
shall  indicate: 

(1)  That  the  information  contained  in 
the  announcement  is  unclassified: 

(ii)  Any  areas  of  possible  sensitivity 
and  of  any  high  level  Interest. 

(2)  Five  (5)  copies  of  the  announce¬ 
ment  shall  accompany  the  covering  let¬ 
ter  and  the  announcement  shall  include ; 

(i)  Full,  simple  and  unclassified  de¬ 
scription  of  the  supply  or  service  being 
procured; 

(ii)  The  new  total  dollar  value  of  the 
overall  contract,  along  with  the  new  com¬ 
mitment,  if  the  contract  announcement 
is  a  modification -to  a  previously  awarded 
contract.  Sample  formats  of  modifica¬ 
tion  announcements  are  illustrated  in  (f ) 
below. 

(iii)  The  name  and  telephone  number, 
appearing  at  the  bottom  left  comer  of 
the  announcement,  of  the  person  han¬ 
dling  the  contract  announcement. 

(c)  Security  Review.  Routine  contract 
announcements  are  exempt  from  the 
security  review  process.  However,  full 
security  review  is  required  for  contract 
announcements  which  are  accompanied 
by  amplifying  press  releases. 

(d)  Exceptions.  Exceptions  to  the  fore¬ 
going  requirements  may,  and  should,  be 
sought  from  CHINFO  when  the  urgency 
erf  the  procurement  warrants  such  action. 

(e)  Requests  for  Extensions.  If,  after 
submission  of  the  contract  annoimce- 
ment,  it  is  determined  that  (1)  award 
will  not  be  made  concurrently  with  pub¬ 
lic  announcement  thereof,  or  (2)  award 
will  be  delayed  considerably  subsequent 
to  its  announcement,  the  Navy  Chief  of 
Information  (01-22)  shall  be  advised 
immediately  in  advance  of  the  scheduled 
release  time  and  a  request  for  extension 
of  release  shall  be  made. 

(f)  Format.  To  provide  a  more  succinct 
understanding  to  the  public  of  the  pro- 
cui'ement  action  being  awarded.  Procur¬ 
ing  Activities  shall  insure  adequate  ex¬ 
planation  in  public  announcements  of 
the  specific  type  of  procurement  action 
being  awarded  (i.e.,  state  that  the  Navy 
has  exercised  a  “contract  option”  or 
negotiation  of  a  “change  order”) .  Sample 
formats  of  contract  modification  an¬ 
nouncements,  containing  minimum  re- 
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qulred  information,  are  illustrated  below. 
Formats  may  be  enlarged  upon  or  altered 
to  suit  the  circumstances  of  the  procure¬ 
ment. 

NoncB  OP  Award  of  Contract  Modification 

_ Is  receiving  mod- 

(name  of  Contractor) 

Iflcatlon  number  _ '  to  previously 

awarded  Contract  No. _ Issued  by  the 

_ _ _ This  modification  increases  th^ 

(ac*-*vity) 

value  of  the  basic  contract  by  $ - -  the 

nt-w  total  value  of  the  entire  contract  L» 
Insert  one  of  the  following  as  appropriate: 
(1)  This  modification  is  the - 


(no.  of  Increment,  l.e.,  second,  third,  etc.) 

Incr'^ment  of  this _ 

(length  of  multi-year  con- 

_ year  multi-year  basic 

tract,  i.e.,  three,  four,  etc.) 
contract. 

(U)  This  modification  covers  the  purchase 

of  an  additional  quantity  of _ 

(quantity  and 

- - - being  produced  un¬ 
item.  e.g..  6db  widgets) 

der  the  basic  contract.  (If  appropriate,  in¬ 
dicate  that  the  modification  is  the  result 
of  a  competitive  negotiated  procurement). 

(iU)  This  modification  covers  the  exercise 
of  an  option  for  an  additional  quanity  of 

-  being 

(quantity  and  item,  e.g.,  £00  gadgets) 
produced  under  the  basic  contract. 

(Vi)  This  modification  covers  the  negotia¬ 
tion  of  change  orders  issued  under  the  basic 
contract  which  provides  for  the  purchase  of 


(quantity  and  item  being  purchased) 

The  contractor  indicates  that  ^e  work 
(is  being)  (wUl  be)  performed  at _ 


(city  and  state) 

Noticx  op  Award  of  Contract  Modification 
Definttizing  a  LEma  Contract 

- -  is  receiving  a 

(name  of  Contractor) 

negotiated  _ 

(type  of  contract,  l.e.,  FPI,  CPIP,  etc.) 
modification  which  definltizes  previously 


awarded  Letter  Contract _ at  a 

(number) 

oontract/target  price  of  $ _ The  con¬ 


tract  covers  the  purchase/construction  of 
160,000  widgets.  The  contractor  indicates 

work  will  be  performed  at _ 

(city  and  state) 

- -  This  is  a _ 

(procuring  activity) 

Contract  Modification _ _ 

(number) 

§  737.1—1007  Public  Release  of  Long- 
Range  Procurement  Estimates. 

(a)  Public  releases  of  long-range  pro¬ 
curement  estimates  shsdl  be  made  by  the 
Head  of  the  Procuring  Activity  through 
use  of  the  Department  of  Commerce 
Business  Dally  and  other  appropriate 
means  for  all  procurements  expected  to 
exceed  $100,000  in  a  fiscal  year  imless  re¬ 
lease  of  the  information  will  (1)  adverse¬ 
ly  affect  procurement  by  encouraging  un¬ 
desirable  practices  or  (2)  Indicate  the 
existing  or  potential  mobilization  of  the 
Industry  as  a  whole.  Long-range  pro¬ 
curement  estimate  releases  shall  include 
planned  requirements  beyond  the  cur¬ 
rent  fiscal  year  whenever  available. 

<b)  A  copy  of  each  release  shall  be  for¬ 
warded  to  the  Chief  of  Naval  Material 
(MAT02E). 


§  737.1—1100  Qualified  products. 

§  737.1—1102  Responsibility  for  Qualifi¬ 
cation. 

The  Navy  frequently  uses  specifications 
with  product  qualification  requirements 
where  the  designated  Preparing  Activity 
is  an  Army  or  Air  Force  organization,  or 
even  another  Government  agency.  In 
such  a  case  the  Navy  Custodian  identi¬ 
fied  in  the  specification  acts  in  a  liaison 
capacity  with  the  Preparing  Activity. 

§  737.1—1104  Availability  of  Lists. 

(a)  To  Suppliers.  The  usual  source  for 
suppliers  to  obtain  QPL  (Qualified  Prod¬ 
ucts  List)  lists  is  the  DOD  Single  Stock 
Point  (DOD  SSP)  located  at  the  Naval 
Publications  and  Forms  Center,  Phila¬ 
delphia.  However,  any  Navy  activity 
maintaining  a  set  of  QPL's  may,  upon 
request,  and  subject  to  the  requirements 
of  §  1.1104,  make  QPL  information  avail¬ 
able  by  giving  the  supplier’s  repre¬ 
sentatives  access  to  such  lists;  by  furnish¬ 
ing  them  with  reproductions,  copies,  or 
transcripts  of  the  list  or  lists  involved; 
or  by  other  appropriate  means.  The  exact 
method  of  making  such  information 
available  is  left  to  the  discretion  of  the 
Navy  activity  concerned.  However,  when 
such  information  is  made  available  to  a 
supplier,  all  qualified  products  and  the 
manufacturers  and  their  plants  listed 
for  the  grade,  class,  or  type  of  products 
and  the  manufacturers  and  their  plants 
listed  for  the  grade,  class,  or  type  of  prod¬ 
ucts  for  which  the  information  was  re¬ 
quested,  and  the  date  of  furnishing  such 
data  shall  be  included. 

§  737.1—1109  Inadcq[uate  Competition. 

A  copy  of  correspondence  directed  to¬ 
ward  increasing  competition  shall  be  for¬ 
warded  to  the  CJhief  of  Naval  Material 
(MAT  042). 

§  737.1—1500  Options. 

§  737.1—1504  Establisbment  of  Proce¬ 
dure  to  Insure  Timely  Exercise  of 
ontract  Options. 

Each  procuring  activity  shall  establish 
a  procedure  to  insure  timely  exercise  of 
any  contract  option  when  such  exercise 
is  in  the  best  interest  of  the  Government 
in  accordance  with  Part  1,  Subpart  0. 

§  737.1—1900  First  Article  Approval. 

§  737.1—1902  Placement  of  Additional 

Procurements  Prior  to  First  Article  Ap¬ 
proval  of  the  Same  Item  Under  a 
Previous  Contract. 

(a)  General.  The  purpose  of  a  first 
article  approval,  as  provided  in  §  1.1900, 
is  to  assure  that  the  contractor  can  fur¬ 
nish  a  product  that  is  satisfactory  for  the 
Intended  use  and  therefore  minimize 
risks  for  both  the  contractor  and  the 
Government.  Follow-on  procurements 
have  been  made  for  items  prior  to  Gov¬ 
ernment  approval  of  the  first  article  test 
called  for  in  the  first  contract.  This  pro¬ 
cedure  is  considered  to  have  increased 
the  risks  to  the  Government  since  pos¬ 
sible  increased  costs  and  technical  or 
legal  complications  are  invited  by  such 
action. 

(b)  Policy.  The  award  of  additional 
procurements  for  the  same  item  prior  to 


first  article  approval  of  that  item  \mder 
a  previous  contract  is  Inconsistent  with 
the  objective  of  reducing  risks  to  the 
Government.  Under  unusual  circum¬ 
stances,  urgent  requirements  may  arise 
that  would  necessitate  placement  of  ad¬ 
ditional  procurement  for  the  same  item 
imder  a  previous  contract  requiring  first 
article  approval  of  that  item.  Such  ur-  ' 
gency  should  be  carefully  evaluated 
against  any  possible  increased  costs  and 
the  potential  legal  and  technical  compli¬ 
cations  that  may  develop  by  premature 
contracting  for  items  requiring  first  arti¬ 
cle  testing  shall  be  considered. 

(c)  Approval.  The  Head  of  the  Pro¬ 
curing  Activity  or  his  designee  shall; 

(1)  be  the  only  individual  authorized 
to  approve  additional  contracts  to  com¬ 
panies  when  an  acceptable  first  article, 
as  required  under  a  previous  contract, 
has  not  been  approved; 

(2)  insure  that  each  contract  involv¬ 
ing  follow-on  procurement  prior  to  ap¬ 
proval  of  the  first  article  Is  handled  on 
a  selective  basis  and  in  a  judicious  man¬ 
ner.  The  risks  to  the  Government,  par¬ 
ticularly  Increased  costs,  if  an  accept¬ 
able  first  article  Is  delayed,  must  be  care¬ 
fully  considered  an<l,  if  possible,  avoided. 

(3)  Insure  that  the  risks  involved  in 
follow-on  procurements  prior  to  first  ar¬ 
ticle  approval,  if  such  procurements  are 
justified,  are  fully  documented  in  the 
Procurement  Directive  as  well  as  in  the 
Business  Clearance. 

§  737.1—2100  Advance  Procurement 
Planning. 

§  737.1-2100-1  CeneraL 

(a)  The  purpose  of  the  Advance  Pro¬ 
curement  Plan  (APP)  is  to  documait,  at 
an  early  point  in  time,  the  long  range 
contractual  method  or  methods  which 
will  be  utilized  for  the  procurement  by 
contract  of  both  the  development  and 
production  of  an  individual  item  or  sys¬ 
tem.  It  is  the  written  result  of  advance 
procurement  planning,  as  defined  in 
§  1.2100-1,  as  the  means  by  which  the 
efforts  of  all  personnel  responsible  for 
the  procurement,  by  ccmtract,  are  eoor- 
dinated  as  early  as  practicable  in  order 
to  obtain,  on  time,  required  items  of 
requisite  quality  and  at  the  lowest  sound 
price. 

(b)  Since  the  APP  is  intended  to  docu¬ 
ment  the  contractual  plans,  including 
realistic  milestones  for  acquiring  a  sys¬ 
tem  or  item,  the  detail  to  be  included  in 
a  particular  APP,  including  updates 
thereof,  must  necessarily  vary  with  the 
magnitude  of  the  program  and  the  stage 
in  development  and/or  production  of  the 
specific  item  or  system  to  be  acquired 
(for  example,  in  accordance  with 
SECNAVINST  5000.1,  the  advance  pro¬ 
curement  planning  aspects  accompany¬ 
ing  an  initial  DCP  should  address,  on  a 
system  basis  and  only  in  general  terms, 
the  intended  business  and  contractual 
relationship  (s)  between  the  Navy  and  in¬ 
dustry).  Contractual  planning  may  be 
firm  or  tentative. 

(c)  As  a  management  tool  the  APP 
can  Mrve  many  useful  functions;  how¬ 
ever,  Ihe  specific  pmrpose,  as  set  forth  in 
sub-paragraph  (a)  above,  must  remain 
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dominant  if  the  APP  is  used  for  any  other 
purpose. 

(d)  The  APP  shall  not  be  used  as  the 
sole  support  of  a  Determination  and 
Finding  (D&P) . 

§  737.1—2100—2  Applicability. 

(a)  In  addition  to  the  requirements 
prescribed  in  §  1.2100-2  for  the  prepara¬ 
tion  of  APPs  on  negotiated  hardware 
procurements  (not  applicable  to  major 
overhaul  programs).  APPs  will  be  pre¬ 
pared  or  will  require  coverage,  in  the 
manner  prescribed  in  5  737.1-2101  (d), 
for  the  following: 

(1)  Negotiated  hardware  multi-year 
procurements,  if  the  total  estimated  value 
of  the  multi-year  is  in  the  amoimt  of 
$1  million  or  more. 

(2)  In-house  devel{H)ment  efforts 
V  here  it  is  anticipated  that  the  eventual 
production  effort  will  be  contracted  to 
industry  and  for  which  the  production 
effort  will  require  the  preparation  of  an 
APP.  The  APP  should  be  prepared  at  the 
commencement  of  the  in-house  effort 
and  should  show  how  the  transition 
from  in-house  R&D  will  lead  to  produc¬ 
tion  by  industry. 

(3)  Other  procurements  which  the 
Chief  of  Naval  Material  (MAT  023) 
designates  as  requiring  APP  preparation. 

(4)  Non-hardware  procurements  will 
be  included  in  APPs  covering  system  pro¬ 
curements  under  the  conditions  set  forth 
in  §  737.1-2101(d). 

(5)  A  system  APP  shall  be  prepared  to 
accurately  portray  the  provisions  of  each 
DCP. 

(b)  Whenever  emergency  procure¬ 
ments  under  §  3.202  are  justified  as 
described  in  §  1.2100-2(b),  the  require¬ 
ment  for  preparation  of  ai'.  APP  is 
waived  for  that  particular  procurement. 
This  does  not  automatically  waive  the 
reqmrement  for  an  APP  when  there  will 
be  additional  requirements  for  an  item, 
and  an  APP  will  be  prepared  and  ap¬ 
proved  for  these  future  requirements 
prior  to  their  procurement  in  accordance 
with  5  737.1-2100-3. 

§  737.1—2100—3  Initiation  of  Advance 
Procurement  Planning. 

(a)  The  initiation  of  timely  APP 
preparation  requires  that  the  Acquisition 
Manager  (AM),  as  defined  in  §737.1- 
2100-4(a),  must  notify  the  appropriate 
contract  group  or  division  and  com¬ 
mence  forming  the  planning  council 
as  soon  as  the  Specified  Operational 
Requirement  (SOR)  or  Advanced  Devel¬ 
opment  Objective  (ADO)  is  assigned  to 
the  Principal  Development  Activity 
<PDA)  by  the  Chief  of  Naval  Material 
(MAT  03).  The  APP  must  be  prepared, 
submitted  and  approved  in  sufficient  time 
so  that  it  can  be  Incorporated  or  refer¬ 
enced  in  the  Technical  Development  Plan 

TDP) ,  or  comparable  plan. 

(b)  Advance  procurement  planning 
for  items  which  do  not  require  a  TDP 
shall  be  initiated  if  the  procurement 
meets  the  criteria  set  forth  in  §  1.2100-2, 
§  1.2100-3  and  §  737.1-2100-2.  If  circum¬ 
stances  prevent  such  preparation,  the 
APP  shall  be  prepared  and  approved  no 
later  than  each  January  for  the  ensuing 
fiscal  year. 


(c)  Advance  procurement  planning 
and  early  preparation  of  an  APP  may  In 
fact  provide  additional  justification  for 
the  requirement  of  specific  fimdlng  and 
may  also  contribute  to  program  stabili¬ 
zation.  The  APP  can  show  the  optimal 
funding  to  provide  the  most  economical 
contractual  method  and  alternative  con¬ 
tractual  methods  for  less  than  optimal 
funding. 

§737.1-2100-4  Responsibility  fur  Prep¬ 
aration. 

(a)  Acquisition  Manager  (AM).  The 
Acquisition  Manager  (AM)  is  defined  as 
that  individual  charged  with  overall  re¬ 
sponsibility  for  acquisition  of  weapons 
systems.  Individual  items  of  equipment 
and  facilities,  as  well  as  planning  for 
logistic  support  of  these  end  items.  Proj¬ 
ect  Managers,  Project  Officers,  Program 
Directors,  Commodity  Managers  and 
other  officials  responsible  for  the  mate¬ 
rial  program  are  considered  Acquisition 
Managers  for  the  purpose  of  this 
Subpart. 

(1)  The  Acquisition  Manager,  as  de¬ 
fined  above,  in  consultation  with  the  ap¬ 
propriate  contracting  officer,  shall  en¬ 
sure  the  preparation  of  each  APP  and 
updating  thereof. 

(2)  The  Acquisition  Manager  (AM) 
and/or  the  procuring  activity  are  en¬ 
couraged  to  require  preparation  of  APPs 
for  internal  use  for  procmements  not 
specified  by  §  1.2100  or  this  Subpart, 
even  though  submission  to  the  Chief  of 
Naval  Material  for  approval  is  not 
required. 

(b)  Each  organization  shall  make  such 
organizational  arrangements,  Including 
assignment  of  functions  and  responsibil¬ 
ities  as  necessary,  to  coordinate,  estab¬ 
lish  and  Implement  advance  procure¬ 
ment  planning  and  to  the  preparation 
of  APPs.  When  the  procmement  of  a 
system  spans  several  procurement  or¬ 
ganizations,  the  AM  shall  coordinate  the 
plans  for  all  the  organizations  into  prep¬ 
aration  of  an  APP  for  the  entire  system. 

(c)  Each  APP  shall  be  updated: 

(1)  In  accordance  with  specified  mile¬ 
stones  set  forth  in  the  plan  and  such 
planned  date  for  update  shall  be  set  forth 
in  the  APP  (Note:  Approval  of  the  APP 
will  constitute  an  endorsement  of  the 
update  schedule) ,  and/or 

(2)  Whenever  changes  occiu*  that  will 
materially  affect  the  method  of  procure¬ 
ment  and/or  objectives  of  the  AP  Plan. 

(3)  As  appropriate  and  necessary  in 
connection  with  DCP  updates. 

§  737.1-2100-5  Approval. 

(a)  Advance  procurement  plans  shall 
be  approved  by  the  Chief  of  Naval  Ma¬ 
terial  (CNM)  or  the  Head  of  the  Pro¬ 
curing  Activity  (HPA)  in  accordance 
with  the  criteria  set  forth  in  para¬ 
graphs  (b)  and  (c)  below.  The  HPA  is 
authorized  to  delegate  approval  author¬ 
ity  for  certain  APPs  in  accordance  with 
paragraph  (d)  below. 

(b)  The  CNM  shall  approve  APPs  in 
the  following  categories: 

(1)  All  Systems  APPs  defined  in 
§  737.1-2101  (d). 

(2)  APPs  for  programs  Included  in  the 
cmrent  FYDP  which  have  a  total  esti¬ 


mated  RDT&E  contractual  cost  in  excess 
of  the  following  thresholds: 

Million 


NAVAIR . . . . . .  eS.  OM 

NAV8EA . . .  6.  OM 

NAVELEX _  l.OM 

Miac  _  l.OM 


and/or 

(3)  APPs  for  programs  in  the  current 
FYDP  which  have  a  total  estimated  pro¬ 
duction  contractual  cost  in  excess  of  the 
following  thresholds: 

Million 

NAVAIR . $25.  OM 

NAVSEA . 25.  OM 

NAVELEX . 6.  OM 

Mlsc  . 3.  OM 

(4)  APPs  covering  special  cases  not 
covered  in  paragraphs  (b)(1)  through 
(3)  which  have  been  specifically  identi¬ 
fied  for  CNM  or  higher  level  review. 

(5)  APPs  in  the  foregoing  categories 

shall  be  approved  by  the  HPA  prior  to 
forwarding  to  NAVIV^T  for  CNM  final 
approval.  • 

(c)  The  HPA  shall  approve  APPs  cov¬ 
ering  programs  specifically  designated 
for  C7NO  review  and  approval  covered 
by  OPNAVINST  3960.8  and  Identified  in 
OPNAVNOTE  3960  when  they  do  not  ex¬ 
ceed  the  above  thresholds.  CNM  approval 
is  not  required. 

(d)  Programs  not  in  the  above  cate¬ 
gories  (paragraphs  (b)  and  (c) )  may  be 
approved  by  either  the  HPA  or  his  Rag 
designee. 

(e)  In  addition  to  the  approvals  noted 
above,  APPs  shall  be  signed  by  the  Ac¬ 
quisition  Manager  (AM)  and  the  head 
of  the  contracts  group  (contracting  offi¬ 
cer). 

(f)  Copies  of  APPs  shall  be  forwarded 
to  MAT  02  as  follows: 

(1)  APPs  requiring  .CNM  approval: 
ten  (10)  copies. 

(2)  APPs  requiring  only  HPA  or  his 
designee  approval:  two  (2)  copies. 

(3)  Upon  submission  of  secretarial 
RANs/D&Fs,  one  (1)  copy  of  the  ap¬ 
proved  APP  must  be  attached  thereto. 

(g)  The  content  of  Advance  Procure¬ 
ment  Plans  is  considered  privileged  in¬ 
formation  to  the  Navy  and  must  be  pre¬ 
pared  internally. 

(h)  For  APPs  requiring  CNM  approval, 
a  review  of  the  program  will  be  ac¬ 
complished  by  Headquarters  Naval  Ma¬ 
terial  Command  and,  providing  it  is  in 
accordance  with  Defense  procurement 
objectives  and  Navy  policy,  approval  of 
the  APP  will  be  granted.  The  review  of 
the  APPs  will  be  primarily  directed  to¬ 
ward  determining  the  sotmdness  of  long 
range  contractual  plans  in  the  APP. 

(i)  Based  on  the  information  provided 
and  such  other  information  which  may 
be  available,  the  CNM  approval  of -the 
APP  is  defined  to  mean,  specifically,  that 
the  long  range  contractual  plans  set 
forth  in  the  APP  are  judged  to  be  soimd. 
It  is  recognized  that  the  APP  is  a  plan, 
subject  to  imforeseen  events  and  changes 
which  may  require  deviation  from  the 
contractual  plans  set  forth.  The  Cfiilef 
of  Naval  Material  (MAT  02)  should, 
however,  be  kept  informed  by  either  a 
memorandiun  or  a  revision  to  the  APP 
when  significant  changes  occur  which 
affect  the  approved  plan. 


FEDERAL  REGISTER,  VOL  40,  NO.  4— TUESDAY,  JANUARY  7,  1975 


RULES  AND  REGULATIONS 


1433 


§  737.1-^101  Guidelines  for  Develop* 

ment  of  Advance  Fro<‘urenieiit.Flan. 

(a)  The  §  1.2101  guidelines  are  flex¬ 
ibly  outlined.  .Each  plan  must  be  self- 
supporting  to  the  extent  practical,  but 
where  necessary,  references  to  specific 
parts  OT  the  whole  of  other  documenta¬ 
tion  should  be  included  in  the  APP  rather 
than  including  redundant  information. 
Referenced  documents  shall  be  made 
available  upon  request  to  facilitate  re¬ 
view  of  the  APP.  If  the  procurement  ap¬ 
proach  in  the  APP  is  supported  by,  or 
differs  from,  that  contained  in  any  docu¬ 
ment  which  has  been  approved  at  any 
level  higher  than  the  Chief  of  Naval 
Material,  the  document  must  be  refer¬ 
enced  and  differences  noted  in  the  APP. 

(b)  Among  the  -  milestones  the  APP 
should  identify  are; 

(1)  The  date  the  ELS  Plan  will  be  com¬ 
pleted  and/or 

(2)  Reference  the  existing  ILS  Plan. 

(3)  When  the  information  becomes 
available,  the  milestone  chart  should 
show  the  estimated  date  of  contract 
award  for  each  item  of  Government  Fur¬ 
nished  Material  (GFM)  included  in  the 
APP  and  the  point  at  which  it  will  be 
available  and,  if  different,  the  date  of  the 
GFM  must  be  delivered  to  the  systems  in¬ 
tegration  contractor  to  preclude  having  a 
detrimental  effect  on  the  program. 

(4)  Test  and  evaluation  to  be  accom¬ 
plished. 

(5)  Approval  for  service  use. 

(c)  While  some  programs  may  only 
have  several  decision  points,  others 
which  are  more  complex  may  have  many, 
especially  if  there  are  several  major  sub- 
projects  imder  one  project.  Though  the 
primary  concern  is  the  procurement 
milestones,  any  other  milestones  or  deci¬ 
sion  points  which  will  effect  the  procure¬ 
ment  should  be  indicated  (e.g.,  for  those 
programs  meeting  the  thresholds  of 
DODD  5000.1,  the  milestones  for  update 
of  the  Development  Concept  Paper 
(DCP),  and  for  DSARC  and  OSD  ap¬ 
provals  should  be  identified). 

(d)  §  1.2101(d)  requires  preparation 
of  APPs  on  an  individual  item  basis  or 
on  a  project  basis,  however,  a  system 
APP  will  be  prepared  within  the  Depart¬ 
ment  of  the  Navy  for  each  complete 
system. 

(1 )  A  system  APP  shall  be  prepared  to 
accurately  portray  the  provisions  of  each 
DCP  and  shall  designate  approval  au¬ 
thorities  and  responsibilities  for  the  prep¬ 
aration  of  related  lower  tier  sub-systems 
and/or  component  APPs.  Where  no  DCP 
exists,  the  system  will  cover: 

(1)  Procurements  of  a  total  cost  of 
more  than  $1,000,000  or 

(ii)  Procurements  by  contract  for 
studies,  services  and  software  where  the 
total  cost  of  the  procurenjent  will  exceed 
$1,000,000  or 

(iii)  Any  other  procurement  not  cov¬ 
ered  in  paragraphs  (d)(1)  (i)  or  (li)  of 
this  section,  but  which  may  have  an 
effect  on  the  system  development/ 
production. 

(2)  In-house  efforts  related  to  the  sys¬ 
tem  will  be  discussed  and  the  relationship 
shown  between  this  effort  and  the  system. 


If  a  sub-system  is  being  procured  under 
another  APP,  it  is  only  necessary  to  ref¬ 
erence  the  APP  and  indicate  on  the  sys¬ 
tem  APP  milestones  which  reflect  how 
the  acquisition  effects  the  system  pro¬ 
curement.  Where  applicable,  the  Intended 
relationships  incident  to  accomplishing 
the  total  system  Integration  function 
shall  be  addressed. 

(e)  The  following  Important  specific 
areas  will  be  covered  in  the  APP: 

(1)  Integrated  Logistics  Support 
(ILS)  is  necessary  in  all  procurements. 
Just  as  it  is  necessary  to  plan  the  pro¬ 
curement  of  hardware  for  service  use,  it 
is  important  to  procure  the  ILS  for  that 
hardware.  Assurance  shall  be  provided 
in  the  APP  that  provision  has  been  made 
to  procure  that  ILS.  An  Acquisition  Lo¬ 
gistician  shall  be  designated  for  each 
program.  Identified  in  the  APP,  and  shall 
take  part  in  APP  Coimcil  meetings  to 
insme  provision  is  made  for  the  procure¬ 
ment  of  required  ILS.  Where  ILS  plan¬ 
ning  has  already  been  done  in  a  TDP  or 
ELS  plan,  such  doevunent  need  only  be 
referenced  in  the  APP. 

(2)  The  APP  shall  contain  a  discussion 
of  the  technical  and  economic  risks  in  the 
program.  The  discussion  should  avoid 
nebulous  words  which  are  not  well  de¬ 
fined  and  which  would  convey  different 
meanings  to  different  persons.  The  dis- 
ciission  shall  outline  (i)  what  has  been 
accomplished  to  eliminate  risk,  (ii)  the 
results  of  testing  that  took  place,  and 
(iii)  a  comparison  of  these  test  ^results 
with  the  goals  established  for  the  item 
or  program  at  its  inception.  When  no 
test  results  are  available,  the  compari¬ 
son  may  be  made  to  similar  programs 
which  had  similar  developments  in  the 
past.  When  the  terms  high,  medium,  low, 
or  no  risk  are  used,  an  explanation  as  to 
how  this  determination  w’as  made  shall  be 
included.  It  may  be  sufficient  to  reference 
specific  parts  of  an  approved  TDP,  or 
equivalent  document. 

(f)  Technical  data  package  for  repro¬ 
curement  purposes.  (1)  The  purchase  of 
a  technical  data  package  for  the  in¬ 
tended  purpose  of  future  competitive 
reprocurement  must  be  carefully  consid¬ 
ered  because  it  is  an  expensive  element 
in  the  acquisition  of  data  and  contributes 
in  a  great  measure  to  the  cost  of  buying 
military  hardware.  The  decision  to  buy 
such  a  data  package  is  difficult  because 
it  must  be  made  well  in  advance  of  the 
contracting  phase  for  production;  and  It 
must  be  correlated  with  the  plan  to  ob¬ 
tain  competition  which,  when  made  in 
connection  with  the  development  of  the 
long  range  procurement  plan,  must  be 
documented  in  the  APP.  Even  though  the 
APP  may  provide  for  the  planned -pm'- 
chase  of  a  reprocurement  technical  data 
pa.ckage,  the  actual  purchase  of  the  data 
package  must  be  deferred  until  such  time 
as  a  realistic  determination  can  be  made 
as  to  whether  competitive  reprocurement 
of  the  hardware  is  appropriate  and  prac¬ 
ticable.  In  reaching  the  decision  to  pur¬ 
chase  the  data  package,  its  estimated 
cost  and  benefits  to  be  derived  from  the 
use  of  the  data  package  for  competitive 
reprocurement  purposes  must  be  care¬ 


fully  analyzed  and  documented  in  the 
APP.  This  decision  is  to  be  appropriately 
reflected  to  the  evolution  of  the  APP  and 
shall  identify  the  contents  of  the  data 
package  that  best  meet  the  need  for  pro¬ 
curing  follow-on  hardware  by  competi¬ 
tion  and  outline  the  proposed  contractual 
plan  for  acquiring  the  data  package.  The 
contractual  plan  should  also  consider 
and  define  the  rights  the  Government 
will  have  to  use  the  entir  data  package 
for  competitive  procin^ment  (see  Part  9, 
Subpart  B).  Technical  data  specified  to 
a  contract  for  delivery  is  subject  to  the 
rights  established  by  the  appropriate 
Rights  in  Technical  Data  clause  of  Part 
9,  Subpart  B,  required  to  be  made  a  part 
of  the  contract.  A  contractor,  therefore, 
may  be  allowed  to  deliver  certain  tech¬ 
nical  data  with  restrictive-use  legends 
when  the  data  pertains  to  items,  compo¬ 
nents  or  processes  developed  at  private 
expense.  Restrictive-use  data  cannot  be 
used  for  competitive  procurement.  Thus, 
restrictive-use  data  furnished  as  part  of 
a  technical  data  package  for  competitive 
reprocurement  can  limit  the  usefulness 
of  the  entire  package. 

(2)  In  deciding  whether  to  plan  for 
the  purchase  of  a  technical  data  package 
for  competitive  reprocurement  of  hard¬ 
ware,  it  would  not  be  appropriate  to  plan 
for  such  a  purchase  if,  for  example : 

(i)  A  one-time  requirement  is  in¬ 
volved  ; 

(ii)  The  hardware  is  expected  to  be  or 
can  only  be  procured  from  a  single  source 
because  of  design  considerations  and 
technical  know-how  possessed  by  that 
source; 

(iii)  Commercially  available  hardware 
from  a  number  of  sources  will  satisfy 
requirements; 

iv)  Procurement  can  be  made  Initially 
on  the  basis  of  performance  specifica¬ 
tions  even  though  a  technical  data  pack¬ 
age  may  eventually  be  required  for  sub¬ 
stantial  follow-on  procurements  to  be 
contracted  to  industry; 

(V)  Limited  quantities  will  be  pro¬ 
cured  and  competition  is  considered  re¬ 
mote  in  view  of  substantial  start-up  costs 
and  extensive  lead  time  required  for  a 
new  source; 

(vi)  Procurement  of  hardware  is  to 
satisfy  an  interim  requirement  and  for  a 
limited  quantity  while  awaiting  future 
production  results  from  an  on-going  R&D 
effort; 

(vii)  The  hardware  is  being  purchased 
for  a  imique  purpose  (i.e.,  side-by-side 
testing  with  functionally-equivalent 
equipment,  or  a  “one-of-a-kind”  hard¬ 
ware  for  test  and  evaluation) ; 

(vlii)  Breakout  of  components  for  fu¬ 
ture  competitive  procurement  (§  1.326) 
is  desired  but  the  design  of  the  end  item 
is  not  yet  considei-ed  sufficiently  stable 
for  breakout  from  the  prime  contractor 
and  the  risk  of  the  procurement  of  data 
is  considered  too  great; 

(lx)  The  design  of  the  hardware  is  not 
sufficiently  stable  and  further  design  or 
engineering  effort  is  anticipated  or  re¬ 
quired;  and 

(x)  A  determination  has  not  been 
made  as  to  the  earliest  point  at  which 
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It  is  practicable  to  Introduce  competition, 
considering  performance,  safety,  reliabil¬ 
ity,  maintainability  ,or  delivery  require¬ 
ments. 

(3)  An  estimate  must  be  developed  as 
to  the  probable  net  savings  anticipated 
if  a  technical  data  package  were  to  be 
acquired  for  competitive  reprocurement 
(will  substantial  net  cost  savings  result, 
considering  the  offsetting  factors  of: 
costs  of  the  technical  data  package,  the 
potential  risks  inherent  in  the  use  of  the 
package  by  a  competing  source,  probable 
technical  risks  as  to  performance,  reli¬ 
ability,  maintainability  of  the  equipment, 
desirability  of  obtaining  identical  or 
functionally  and  physically  interchange¬ 
able  items) . 

(4)  If  competitive  procurement  is  not 
practicable,  the  type  of  data  that  is 
needed  for  use  with  the  delivered  equip¬ 
ment  should  be  specifiecL  Thus,  for  ex¬ 
ample,  in  lieu  of  reprocurement  data 
package,  engineering  data  to  enable  in¬ 
stallation,  testing,  training,  mainte¬ 
nance,  or  repair  should  be  obtained,  in¬ 
cluding  computer  software  (if  appro¬ 
priate)  . 

(5)  If  competitive  procurement  of  the 
hardware  is  determined  to  be  practicable, 
the  type  of  data  package  should  be 
identified: 

(i)  Complete  data  package  (specify 
appropriate  MIL- SPEC) ; 

(il)  Performance- type  specification 
(this  form  of  data  package  should  be 
given  serious  consideration  when  the  end 
Item  is  not  complex  or  it  is  believed  that 
a  complete  technical  data  package  can¬ 
not  be  effectively  used  by  other  than  the 
originator  of  the  hardware). 

(g)  Whenever  APPs  do  not  schedule 
the  introduction  of  competition  for  the 
end  item,  the  following  information  con¬ 
cerning  brecdcout  shall  be  included  in 
such  plans: 

(1)  A  statement  that  S  1.326  is  being 
complied  with; 

(2)  Identification  of  components  for 
which  a  decision  to  breakout  has  been 
made,  and  brief  discussion  of  acceptabil¬ 
ity  of  risks  and  estimated  overall  cost 
savings; 

(3)  With  respect  to  those  components 
w'hich  have  been  reviewed  and  earmarked 
as  being  susceptible  to  breakout  pur¬ 
suant  to  S  1.326-3,  the  number  of  items 
Included  thereimder  s]|aU  be  Indicated 
and  Identified  if  their  number  is  sufEl- 
clently  small  to  do  so  without  imposing 
an  excessive  administrative  burden, 
briefly  stating  the  reason  why  such  ccnu- 
p(ments  are  not  now  subject  to  an  affirm¬ 
ative  decision  to  breakout; 

(4)  If  the  listing  of  the  components 
under  paragraph  (g)  (3)  of  this  section 
win  impose  an  excessive  administrative 
burden,  the  Advances  Procurement  Plan 
shaU  state  that  the  documentation  re¬ 


quired  by  S  1.326-5  has  been  prepared 
and  win  be  available  for  review  by  rep¬ 
resentatives  of  the  Chief  of  Naval  Ma¬ 
terial  Such  documentation  will  be  re¬ 
viewed  by  the  Chief  of  Naval  Material  on 
a  selective  test  basis; 

(5)  Identification  of  components  of 
systems  and  sub-systems  not  susceptible 
to  breakout  shall  not  be  made  in  the 
APP  but  a  listing  thereof,  and  a  brief 
statement  as  to  the  reasons  for  their  non- 
susceptibility.  shall  be  maintained  on 
file  in  the  procuring  activity  subject  to 
review  by  the  Chief  of  Naval  Material. 

§  737.1—2101—1  Eittablisliment  of  Cut- 
Off  Dates. 

Advance  procmement  planning  is  a 
continuing  process.  The  APP  only  rep¬ 
resents  the  plans  at  a  single  point  in 
the  process.  To  allow  for  an  orderljj  pro¬ 
cessing,  the  Acquisition  Manager  shall 
establish  a  cut-off  date  and  the  APP 
shall  be  prepared  and  submitted  with  the 
information  available  as  of  that  date. 
The  APP  need  not  be  redrafted  if  changes 
that  occur  prior  to  the  date  of  submission 
to  the  Chief  of  Naval  Material  (MAT 
023)  do  not  effect  the  contractual  meth- 
od(s)  to  be  used.  A  memorandum  shall  be 
attached  to  the  APP  indicating  the 
changes  that  have  occurre<L 

§  737.1—2101—2  Cla.ssi(l«-ution  of  APPs. 

Because  of  their  planning  nature,  APPs 
which  do  not  contain  classified  informa¬ 
tion  shall  be  marked  “For  Official  Use 
Only”  and  be  handled  and  safeguarded 
as  required  for  documents  so  marked. 

§  737.1—2101—3  Execution  of  Advance 
Procurement  Plans. 

Where  circumstances  dictate,  procur¬ 
ing  activities  may  proceed  with  the  exe¬ 
cution  of  the  plan,  pending  its  approval, 
up  to  the  point  of  issuance  of  Request  for 
Proposals  or  (Quotations. 

§  737.1—2101—4  Sample  Format. 

(a)  In  accordance  with  the  guidance 
discussion  contained  in  S  1.2102.  it  is  in¬ 
tended  that  the  APP  be  a  flexible  docu¬ 
ment  and  that  the  content  thereof  should 
be  held  to  the  minimum  essential  data 
required  to  support  the  plan.  The  plan¬ 
ning  should  be  appropriate  to  the  plan 
Involved  and  address  the  total  system  or 
component  system,  as  appropriate. 

(b) ‘  The  SYSCOM/Procuring  Activity 
procurement  plan  identified  should  de¬ 
fine  and  Justify  selected  alternatlveCs). 
Discussion  of  other  procurement  alterna¬ 
tives  considered  should  demonstrate  to 
the  reviewing  officials  that  the  alterna¬ 
tive  (s)  selected  Is/are  the  alterna¬ 
tive  (s)  in  the  Government’s  best  interest. 

(c)  The  following  illustrative  format  is 
designed  to  give  guidance  in  the  prepara¬ 
tion  of  APPs  by  Navy /Marine  Corps 
elements. 


Illustrative  Advance  Procurement  Plan 
Format 

Pag* - 

ADVANCE  PROCUREMENT  PLAN  NO. 

Description  of  Item _ 

Project _ 

Project  manager _ 

(Code  and  name) 
description  OF  PROJECT  OR  ITEM 


(Contracting  Oflloer) 

Date 

(Procmement  Representative) 
Approved: 

Date 

(Project  Manager) 

Date 

Illustrative  Format 
General  Provisions 

Advance  I^ocurement  Plan 
(Narrative  Portion) 

1.  Item  or  system. 

2.  Program  Identity. 

3.  Planned  funding. 

A.  R&D. 

B.  Production. 

4.  Delivery  requirements. 

A.  R&D. 

B.  Production. 

6.  Estimated  total  development  costs. 

6.  Total  estimated  cost  and  quantity  for 

production  life. 

7.  Background  history  (a  brief  factual  sum¬ 

mary). 

8.  Evaluation  of  risks. 

A.  Technical. 

B.  Economic. 

9.  The  SYSCOM/ Activity  procurement  plan. 

Elach  planned  procurement  or  effort, 
whether  short-range  or  long-range, 
should  be  Identified  with  respect  to 
the  following,  as  appropriate,  and  In 
such  detaU  as  Is  warranted  by  the 
particular  phase  of  development 
and/or  production. 

A.  Scope. 

B.  Estimated  cost. 

C.  Source(s)  and  basis  fm:  selection. 

D.  Procurement  plan/contract  type. 

E.  Negotiation  authority  planned  and 

Justification  therefor. 

F.  GFM. 

O.  Technical  data  considerations. 

( 1 )  Data  to  be  available  for  pro¬ 
curement. 

(2)  Data  to  be  generated  by  pro¬ 
posed  procurement. 

(3)  Acquisition  of  data  for  com¬ 
petitive  procurement. 

10.  Procurement  alternatives  considered : 

11.  Integrated  Logistics  Support  (ILS)  plan¬ 

ning: 

A  Milestone  date  for  completion,  or 
B.  Identify  by  reference  If  completed. 

12.  Sub-system/component  breakout: 

13.  Test  and  evaluation-service  approval: 

14.  Milestones  for  updating. 

16.  Milestone  chart. 

Statement  to  the  effect  that  attached 
milestone  chart  provides  a  graphic 
presentation  of  the  objectives  stated 
In  the  narrative  and  of  the  timing  of 
milestones  leading  to  the  attainment 
of  the  objectives. 

16.  Identification  of  members  of  the  Plan¬ 
ning  Team. 


FEOEKAL  REGISTER,  VOL  40,  NO.  A — TUESDAY,  JANUARY  7,  1975 


RULES  AND  REGULATIONS 


1435 


ILLUSTRATIVE  FORMAT 


ADVANCE  PROCUREMENT  PLAN  NO, 


PROCUREMENT  PLANNING  CHART 


MAJOR  MILESTONES 


RESEARCH  & 
DEVELOPMENT 


AOV,  DEVELOP. 


12.  ENGINEERING 
DEVELOPMENT 

IFULL SCALE  DEVEL) 

SERVICE  APPROVAL 

13.  FIRST  PRODUCTION 

(Soto  Source) 

|4.  SECOND  PRODUCTION 
(IFB  Multi-year) 
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•CONTRACT  AWARD 


Subpart  B — Procurement  by  Formal 
Advertising 

§  737.2—100  U«e  of  formal  ailverlising. 

§  737.2—103  General  Keriuireiiienls  for 
Formal  Advertiriing. 

Contract  Clearance.  See  §  737.1-403-51 
§  737.2—200  Solieilalion  of  Kid»». 

§  737.2—203  Methods  of  Solieiting  Bids. 

§  737.2—203—1  Mailing  or  Delivering  to 
Prospeetive  Bidders. 

Not  less  than  three  copies  of  the  in¬ 
vitation  for  bids  shall  be  mailed  (or  de¬ 
livered)  to  each  prospective  bidder. 

§  737.2—300  Submission  of  Bids. 

§  737.2-303  Late  Bids. 

§  737.2—303—2  Consideration  frrr  .Award. 

The  determination  as  to  whether  a  late 
bid  may  be  considered  for  award  nor¬ 
mally  shall  be  made  by  the  contracting 
officer  of  the  activity  issuing  the  Invita¬ 
tion  for  Bids  (see  §  737.1-401-51(b) ) . 
Where  the  number  of  late  bids  imposes 
an  undue  administrative  burden  on  the 
contracting  officer,  he  may  delegate  this 
responsibility  on  a  continuing  basis  to  a 
responsible  official  of  the  purchasing  ac¬ 
tivity.  Such  delegation  shall  be  made  in 
writing  and  only  to  such  person  who,  by 
reason  of  experience  or  otherwise,  is  con¬ 
sidered  by  the  contracting  officer  to  be 
fully  competent  to  discharge  this  re¬ 
sponsibility. 

§  7.37.2— .305  Lille  MiHlilienlioiia  and 

W'ilhdrawaN. 

(a)  The  determination  as  to  whether 
late  receipt  of  a  modification  or  with¬ 
drawal  was  due  solely  to  one  of  the  rea¬ 
son  set  forth  in  §  2.303-2  shall  be  made 
by  the  contracting  officer  of  the  activity 


issuing  the  Invitation  for  Bids  <see 
§  737. 1-40 l-51(b) ) ,  except  that  such 
respionsibility  may  be  delegated  under  the 
same  conditions  as  apply  to  late  bids  in 
§  737.2-303-2.  This  determination  shall 
be  made  in  advance  of  any  determination 
which  may  be  made  in  accordance  with 
(b)  below. 

(b)  Determinations,  as  to  whether  late 
modifications  received  from  an  otherwise 
successful  bidder  are  favorable  to  the 
Government  shall  be  made  only  by  the 
contracting  officer  of  the  activity  which 
evaluates  the  bids,  which  the  prior  ap¬ 
proval  of  Counsel  where  Counsel  is  as¬ 
signed  to  such  activity. 

§  737.2 — ^100  Opening  of  Bid^  and  \ward 
of  (xmlruet. 

§  737.2—404  Rejee.lion  of  Bid.«. 

§  737.2—404—2  Rejection  of  Individual 
Bid8. 

(a)  Collusive  Bids.  In  accordance  with 
the  requirements  of  §  1.111-2,  the  con¬ 
tracting  officer  shall  report  all  bids  he 
considers  were  not  independently  ar¬ 
rived  at  in  open  competition  or  are 
collusive,  or  were  submitted  in  bad 
faitli.  Awards  shall  not  be  delayed  be¬ 
cause  of  the  repKirting  requirements  pre¬ 
scribed  by  §  1.111-2,  except  as  otherwise 
deemed  necessary  or  desirable  by  the 
contracting  officer. 

§  737.2—406  Mistakes  in  Rid-. 

§  7.37.2—406—3  Other  Mistakes. 

(a)  Authority  to  make  the  adminis¬ 
trative  determinations  described  in 
§  2.406-3  (a)  (1)  is  hereby  delegated, 
without  power  of  redelegation,  to  the 
Head  of  the  Contracts  Division  (as  de¬ 
fined  in  §  737,1-201  (c) )  of  each  purchas¬ 
ing  activity  of  the  Department  of  the 


Navy  having  legal  coimsel  available.  If 
legal  counsel  is  not  available,  then  the 
determination  will  be  made  by  the  Dep¬ 
uty  Commander  for  Purchasing,  Naval 
Supply  Systems  Command. 

(b)  Authority  to  make  the  administra¬ 
tive  determinations  described  in  §  2.406- 
3(a)  (2),  (3),  and  (4)  is  hereby  dele¬ 
gated,  without  power  of  redelegation  to 
the  following: 

(1)  Assistant  Commander  for  Con¬ 
tracts,  Naval  Facilities  Engineering  Com¬ 
mand,  when  arising  imder  invitation  for 
construction,  maintenance,  or  repair  of 
public  works ;  and 

(2)  Deputy  Commander  for  Purchas¬ 
ing,  Naval  Supply  Systems  Command, 
when  arising  under  invitations  for  sup¬ 
plies  or  services. 

§  737.2—407  Award. 

§  737.2—407—6  Equal  Bids. 

See  §  737.1-850(f). 

§  737.2—407—9  Protests  Against  .Award. 

(a)  Protests  Before  At^ard,  Where  it  is 
knowm  that  protest  against  the  making 
of  an  award  has  been  lodged  with  the 
Comptroller  General  (GAO) ,  a  determi¬ 
nation  to  proceed  with  award  under 
§  2.407-8 (b)  (3)  shall  be  made  at  the  next 
higher  level  within  the  purchasing  ac¬ 
tivity  tloan  the  Contracting  Officer  who  is 
to  execute  the  contract.  When  a  filed 
purchasing  activity  is  notified  that  a  pro¬ 
test  against  the  making  of  an  award  has 
been  lodged  with  the  Comptroller  Gen¬ 
eral,  the  notice  to  the  Comptroller  Gen¬ 
eral  of  the  Intent  of  the  purchasing  ac¬ 
tivity  to  make  an  award  under  §  2.407- 
8(b)  (3)  sltall  be  via  the  Command. 
Bureau,  or  Headquarters  which  advised 
of  the  protest,  and  award  shall  be  with¬ 
held  until  receipt  of  the  advice  of  the 
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Comptroller  General  concerning  the  cur¬ 
rent  status  of  the  case. 

(b)  Protests  After  Award.  Protests  ad¬ 
dressed  only  to  the  purchasing  activity 
shall  be  handled  in  accordance  with 
5  2.407-8 (a) .  In  such  matters  field  pur¬ 
chasing  activities  should  obtain  the 
views  of  the  Systems  Command,  Bu¬ 
reau  or  Headquarters  having  procure¬ 
ment  cognizance  whenever  such  action 
is  considered  desirable.  When  a  field 
purchasing  activity  is  notified  that  a 
protest  has  been  lodged  with  the  Comp¬ 
troller  General  (GAO),  all  information 
necessary  to  reply  to  the  protest  shall 
be  submitted  as  promptly  as  practicable 
to  the  Systems  Command,  Bureau  or 
Headquarters  which  forw^arded  notice 
of  the  protest.  All  pertinent  records, 
documentation  and  factual  data  shall 
be  reviewed  by  cognizant  legal  counsel 
prior  to  reply  to  the  Comptroller  Gen¬ 
eral. 

§  737.2—450  Procedures  for  Requesting 

Decisions  From  the  •Comptroller  Gen¬ 
eral  Prior  to  Contract  .4 ward. 

(a)  Except  for  “mistake  in  bid’’  cases 
(see  §  737.2^06-3),  contracting  officers 
may  request  advance  decisions  directly 
from  the  Comptroller  General,  when  nec¬ 
essary  for  the  prompt  resolution  of  legal 
questions  as  to  the  award  of  an  advertised 
contract.  Examples  of  questions  which 
may  be  referred  to  the  Comptroller  Gen¬ 
eral  are  those  which  involve  late  bids, 
nonconforming  bids,  and  Informalities 
In  bids.  Such  requests  shall  be  accom¬ 
panied  by  all  necessary  records,  exhibits, 
and  factual  data;  shall  be  reviewed  by 
Counsel:  and,  in  the  case  of  field  ac¬ 
tivities,  shall  be  submitted  via  the  cog¬ 
nizant  procuring  activity.  A  copy  of  each 
written  communication,  as  well  as  the 
Comptroller  General’s  reply,  shall  be  fur¬ 
nished  to  the  (Thief  of  Naval  Material 
(MAT021). 

(b)  The  foregoing  procedure  Is  not 
authorized  (i)  where  the  decision  is  like¬ 
ly  to  alter  existing  procedures  or  prac¬ 
tices,  or  (il)  where  the  question  is  one  of 
unusual  Importance.  Questions  involving 
either  of  these  two  cases  shall  be  re¬ 
ferred  through  channels  to  the  Chief  of 
Naval  Material  (MAT021)  for  appropri¬ 
ate  action. 

Subpart  C — Procurement  by  Negotiation 

§  737.3-200  Gircumstance*  Permitting 
Negotiations. 

I  737.3—201  National  Emergency. 

§  737.3—201—50  Memorandum  for  File. 

(a)  General.  A  memorandum  for  file 
Shan  be  prepared  to  justify  each  procure¬ 
ment  negotiated  under  authority  of  10 
U.S.C.  2034(a)  (1).  The  memorandum  for 
file  shall  be  signed  by  the  contracting 
officer  urdess  the  signature  of  a  different 
person  is  prescribed.  Where  procure¬ 
ments  are  negotiated  under  10  U.S.C. 
2304(a)  (1)  in  furtherance  of  small  busi¬ 
ness,  labor  surplus,  or  disaster  area  pro¬ 
grams,  the  memorandum  for  file  shall 
indicate  the  particular  program  involved. 
(For  procedures  pertaining  to  labor  sur¬ 
plus  areas,  see  Part  1,  Subpart  H,  For 
^  disaster  areas  see  §  737.1-850.) 


(b)  Set-Asides  for  Small  Business 
Concerns.  §  1.706-2  prescribes  the  ne¬ 
gotiation  authority  to  be  used  for  small 
business  set-asides.  Where  conventional 
negotiation  has  been  used  to  place  a  con¬ 
tract  involving  a  total  set-aside,  based 
either  upon  a  joint  determination  or 
upon  a  unilateral  determination,  the 
memorandum  for  file  shall  set  forth  a 
brief  justification  for  the  use  of  con¬ 
ventional  negotiation  in  lieu  of  Small 
Business  Restricted  Advertising, 

§  737.3—202  Public  Exigency. 

§  737.3—202—3  Limitation. 

(a)  In  addition  to  the  circumstances 
authorized  in  §  3.202-2,  purchase  re¬ 
quests  citing  “Rapid  Development  Capa¬ 
bility  (RDC)  ’’  as  priority  designator,  are 
authorized  to  be  negotiated  under  10 
U.S.C.  2304(a)(2).  Contracting  Officers 
need  only  cite  this  designator  as  justifica¬ 
tion  in  the  determination  and  findings. 
However,  purchase  requests  which  do  not 
cite  (i)  issue  priority  designator  1 
through  6  under  the  Uniform  Material 
Movement  and  Issue  Priority  System 
(UMMIPS),  or  (il)  Electronic  Warfare 
QRC  Priority,  or  (iil)  Rapid  Develop¬ 
ment  Capability  (RDC)  Priority,  shall 
be  scrutinized  and  fully  justified  by  the 
Contracting  Officer  prior  to  utilizing  10 
U.S.C.  2304(a)  (2)  as  authority  for 
negotiation. 

(b)  In  activities  to  which  Counsel  are 
assigned,  the  determination  and  findings 
required  by  §  3.202-3  shall  be  reviewed 
and  approved  as  to  form  and  legality  by 
Counsel. 

(c)  Examples  of  the  determination 
and  findings  required  by  §  3.202-3  are  set 
forth  in  Part  30. 

§  737.3—205  Services  of  Educational  In¬ 
stitutions. 

§  737.3—205—3  limitation. 

See  §  737.1-403-56  concerning  approv¬ 
al  requirement  for  civilian  employee 
training  involving  tuition  payment. 

§  737.3—207  Medicines  or  Medical  Sup¬ 
plies. 

§  737.3—207—3  Limitation. 

(a)  In  activities  to  which  Counsel  is 
assigned,  the  determination  and  findings 
required  by  ASPR  3-207.3  shall  be  re¬ 
viewed  and  approved  as  to  form  and  le¬ 
gality  by  Counsel. 

(b)  An  example  of  the  format  of  the 
determination  and  findings  required  by 
§  3.207-3  is  set  forth  in  Part  30. 

§  737.3—208  Supplies  Purchased  for  .4u- 
thorized  Resale. 

§  737.3—208—3  IJmitation. 

(a)  In  activities  to  which  Counsel  is 
assigned,  the  determination  and  findings 
required  by  §  3.208-2  shall  be  reviewed 
and  approved  as  to  form  and  legality  by 
Counsel. 

(b)  An  example  of  the  determination 
and  findings  required  by  ASPR  3-208.3  is 
and  findings  required  by  §  3.208-3  is  set 
forth  below  in  Part  30. 

§  737.3—210  Supplies  or  Services  for 
Which  It  Is  Impracticable  to  ScM^ure 
Competition  bj  Formal  Advertising. 


§  737.3—210—3  Liiuilation. 

(a)  The  contracting  officer’s  deter¬ 
mination  and  findings,  required  by 
§  3.210-3  to  justify  negotiation  under 
§  3.210,  shall  include,  directly  below  the 
date,  the  Roman  numeral  representing 
the  applicable  circumstances  listed  in 
§3.210-2.  Where- none  of  the  examples 
set  forth  in  §  3.210-2  is  applicable,  the 
DD  Form  350  coding  of  “26”  may  be  in¬ 
serted  to  denote  “no  example.”  This 
identification  is  to  ensure  accurate  re¬ 
cording  and  correct  statistical  repre¬ 
sentation  in  the  monthly  Survey  of  Pro¬ 
curement  Statistics  of  the  Department 
of  the  Navy  (NAVMAT  P-4200). 

(b)  With  respect  to  basic  ordering 
agreements,  see  §  737.3-410-2 (c) . 

(c)  In  activities  to  which  Counsel  are 
assigned,  the  D&F’s  required  by  §  3.210-3 
shall  be  reviewed  and  approv^  as  to 
form  and  legality  by  Counsel.  Field  pur¬ 
chasing  offices  without  regularly  as¬ 
signed  local  counsel  shall  arrange  with 
Counsel  for  their  procuring  activity  for 
periodic  reviews  of  such  D&F’s  by  Sys¬ 
tems  Command  of  Filed  Counsel.  See 
§  737.3-306-52 (d)  (6)  for  review  by  Coun¬ 
sel  of  D&F’s  that  are  submitted  for  Sec¬ 
retarial  approval. 

(d)  Examples  of  the  determination 
and  findings  justifying  use  of  this  au¬ 
thority  are  set  forth  in  Part  30. 

(e)  The  following  Is  an  example  of  a 
CDP  with  respect  to  Basic  Ordering 
Agreements  (BOAs)  for  the  overhaul, 
repair  or  modification  of  existing  equip¬ 
ment  imder  this  authority: 

CDP  No. . 

Determination  and  Findings — Authority 
TO  Negotiate  Class  or  Contract's 

Upon  the  basis  of  the  following  findings 
and  determination,  which  I  hereby  make  as 
[insert  title  of  official)  the  proposed  classes 
of  contracts  described  below  may  be  negoti¬ 
ated  without  formal  advertising  pursuant  to 
the  authority  of  10  U.S.C.  2304(a)  (10). 

findings 

1.  The  classes  of  contracts  proposed  (or¬ 
ders  issued  under  Basic  Ordering  Ag^- 
ments)  will  be  fc^:  services  and  materials 
consisting  of: 

(a)  (1)  Change  kits,  together  with  Installa¬ 
tion  instructions,  as  required  to  retrofit 
changes  in  aircraft.  Including  related  equip¬ 
ment  Installed  therein  (excepting  such 
equipment  as  has  been  procured  by  the 
Government  from  sources  other  than  the  air¬ 
frame  manufacturer),  hereinafter  called 
“related  equipment”;  (il)  engineering,  pro¬ 
totyping  and  testing  of  such  changes;  and 
(ill)  technical  manual  changes  or  revisions, 
or  new  technical  manuals,  as  required  inci¬ 
dent  to  such  changes. 

(b)  (1)  Change  kits,  together  with  Instal¬ 
lation  Instructions,  for  contractor-furnished 
ground  support  equipment,  and  new  items  of 
ground  support  equipment,  as  required  Inci¬ 
dent  to  aircraft  changes  referred  in  subpara¬ 
graph  (a)  above  (excepting  such  equipment 
as  has  been  procured  by  the  (government 
from  sources  other  than  the  airframe  manu¬ 
facturer)  and  (11)  technical  manual  changes 
or  revisions,  or  new  technical  manuals,  cover¬ 
ing  ground  support  equipment,  as  required 
incident  to  such  changes. 

(c)  Changes  or  revisions,  other  than  those 
referred  to  in  subparagraphs  (a)  and  (b) 
above,  to  existing  technical  manuals  cover¬ 
ing  out-of-productlon  aircraft  and  related 
equipment  delivered  by  the  contractor,  as  re- 
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qulred  to  provide  up-to-date  information  on 
operation  and  maintenance  of  such  aircraft 
and  equipment.  For  purposes  of  the  changes 
and  revisions  covered  In  this  subparagraph 

(c),  aircraft  and  related  equipment  shall  be 
considered  out-of -production  at  such  time  as 
the  last  publication,  or  change  or  revision 
thereto,  has  been  delivered  under  the  produc¬ 
tion  contract  for  such  aircraft  and  equip¬ 
ment. 

(d)  Change  kits,  consisting  of  selected 
parts,  materials,  additional  training  units, 
graphic  aids,  data,  maintenance  training 
parts  and  services  consisting  of  Instructor 
updating  or  refresher  training  and  contrac¬ 
tor  technical  assistance  on  site  for  set-up  and 
checkout  of  the  change  material  for  mainte¬ 
nance,  operational  and  weapon  system  train¬ 
ers,  as  required  Incident  to  aircraft  changes 
referred  to  In  subparagraph  (a)  above  (ex¬ 
cepting  such  equipment  as  has  been  procured 
by  the  Government  from  sources  other  than 
the  airframe  manufacturer). 

(e)  (1)  Change  kits,  together  with  Instal¬ 
lation  instructions,  for  contractor-furnished 
spares  and  repair  parts  and  new  Items  of 
spares  and  repair  pairts,  as  req'ulred  Incident 
to  aircraft  changes  referred  to  in  subpara¬ 
graph  (a)  above  (excepting  .such  equipment 
as  has  been  procured  by  the  Government 
from  sources  other  than  the  airframe  manu¬ 
facturer):  and  (il)  technical  manual  changes 
or  revisions,  or  new  technical  manuals,  cover¬ 
ing  spares  and  repairs  part.s,  as  required  inci¬ 
dent  to  such  changes. 

2.  Orders  within  the  scope  of  this  Class 
Determination  and  Findings  will  include  the 
finnlshing  of  all  parts,  components,  and 
documentation  necessary  to  make  changes  to 
delivered  aircraft,  including  their  related 
equipment,  their  ground  support  equipment, 
and  the  affected  spares  therefor,  and  the  in¬ 
stallation  Instructions  will  present  by  text 
and  Illustration  of  such  kits  by  Government 
personnel:  however,  such  orders  will  Include 
the  furnishing  of  only  such  parts,  compo¬ 
nents,  and  documentation  as  are  necessary 
therefor.  The  work  to  be  performed  under 
each  basic  ordering  agreement  will  relate 
only  to  previously  produced  aircraft  and  re¬ 
lated  equipment  and  documentation:  It  will 
not  Include  any  research  and  development 
effort,  nor  will  it  Include  the  fiunishing  of 
any  parts,  components,  subassemblies,  or 
materials  which  are  not  an  integral  part  of 
the  work  described  above. 

3.  Changes  and  developments  in  the  design, 
equipment,  or  outfitting  of  military  aircraft 
are  required  on  a  continuing  basis  In  order 
to  improve  safety,  combat  readiness,  and 
general  capabilities.  Such  changes  and 
developments  most  frequently  occiu  after 
partial  delivery  of  aircraft  and  at  a  point  In 
production  where  It  Is  no  longer  practicable 
to  Incorporate  them  in  production  in  some 
of  the  aircraft  remaining  to  be  delivered:  and 
they  may  occur  after  the  aircraft  model  Is  out 
of  prodvictlon.  Accordingly,  the  proposed 
basic  ordermg  agreements  will  be  utilized  to 
make  aircraft  of  a  particular  model  substan¬ 
tially  identical  In  configuration,  and  to  pro¬ 
vide  delivered  aircraft  with  the  latest  changes 
and  developments.  Publications  furnished  by 
the  contractor  also  require  modification  in  a 
timely  manner  in  order  to  reflect  changes  and 
developments  made  in  the  aircraft.  Its  related 
equipment,  and  Its  ground  support  equip¬ 
ment,  and  to  provide  new  and  Improved  op¬ 
erational  and  maintenance  techniques. 

4.  The  classes  of  contracts  proposed  are  to 
be  negotiated  with  the  firms  listed  below  and 
will  relate  solely  to  the  specific  aircraft  indi¬ 
cated,  including  their  related  equipment, 
their  ground  support  equipment,  and  the 
affected  spares  therefor.  These  firms  are  the 
designers,  developers,  and  sole  manufacturers 
of  the  respective  aircraft.  These  Items  are 
complex,  technical,  and  specialized,  and  a 
thorough  knowledge  of  their  design,  produc¬ 


tion,  and  assembly  is  essential  In  order  that 
the  various  categories  of  work  described 
above  may  be  timely  performed.  Such  knowl¬ 
edge  with  respect  to  these  aircraft  is  unique 
to  the  contractors  listed  below;  no  other 
contractors  have  the  requisite  knowledge  of 
and  familiarity  with  these  highly  technical 
items  to  accomplish  within  the  necessary 
time  frame  the  work  that  has  to  be  done.  In 
the  case  of  related  equipment  and  ground 
support  equipment  involved  in  orders  within 
the  scope  of  this  Class  Determination  and 
Findings,  although  the  airframe  manufac¬ 
turer  concerned  may  have  subcontracted 
large  portions  of  design,  development,  and 
manufacture  to  subcontractors,  it  is.  neces¬ 
sary,  since  the  airframe  manufacturer  retains 
overall  design  control,  that  orders  for  the 
work  involved  be  placed  with  him  so  as  to 
permit  him  to  maintain  the  compatibility  of 
the  related  equipment  and  ground  support 
equipment  with  the  airframe.  Because  It  Is 
impracticable  to  secure  competition  In  these 
classes  of  procurements,  the  use  of  negotia¬ 
tion  and  not  formal  advertising  is  Justified. 

Contractor  Aircraft 

Sikorsky _  SH  'RH/VH-3  Series;  CH- 

53  and  UH-34  Series 

Lockheed-  C-130,  KC-130  and  LC- 

Marietta.  130  Series 

Lockheed-  P-3  and  P-2  Series 

Burbank. 

Douglas  _  A-1,  A-3,  A-4  and  TA-4 

Series 

North  American-  RA-5,  T-2  and  OV-10 
Columbtis.  Series 

North  American-  T-39  Series 
Los  Angeles. 

Bell  Aerospace  H/UH/TH-l  Series 

Corp. 

General  F-111  Series 

Dynamics. 

Kaman _  H/UH-2  Series 

Grumman _  F-9,  F-11,  EA-6B,  A-6, 

E-2,  S-2  and  E-IB 

Series 

Boeing  _  CH-46  Series 

Llng-T®mco-  A-7  and  F-8  Series 

Vowght. 

MoDowneM .  YP/F/RF-4  Series 

DETEHMlNjmON 

The  proposed  classes  of  contiaets  are  for 
property  and  services  for  which  It  is  imprac¬ 
ticable  to  obtain  competition.  This  Class  De¬ 
termination  and  Findings  shall  be  effective 
from  date  of  execution  through  [insert  ex¬ 
piration  date]. 

CONDITION  OF  USE 

The  authority  of  this  Class  Determination 
and  Findings  shall  be  used  only  when  the 
person  placing  an  Individual  order  certifies, 
in  writing,  at  the  time  of  placing  such  order, 
that  it  Is  for  property  or  services  authorized 
by  this  Cla-ss  Determination  and  Findings. 

Date _ 

(xxvl) 

Signature . . . 

§  737.3-211  ExperinionUiL  Develop¬ 
mental  or  Research  Work. 

§  737.3—211—3  IJniitation. 

(a)  The  Findings  part  of  any  D&P 
under  this  negotiation  authority  shall 
include  sufficiently  detailed  description 
of  the  work  involved  so  that  it  will 
readily  appear,  describe  which  category 
of  research  and  development,  as  defined 
in  §  4.101(a),  the  proposed  contract  is  to 
cover.  Additionally,  the  Determination 
part  of  the  D&P  shall  be  cast  so  as  to 
identify  that  particular  type  of  research 
and  development  work  (e.g.,  “The  pro¬ 
posed  contract  Is  for  exploratoiy  de¬ 


velopment  work  as  defined  in  §  4.101  <  a) 
(2)”).  The  term  “research  and  develop¬ 
ment,”  as  defined  in  §  4.101(a),  does  not 
cover  Category  (7)  “Operational  System 
Development”  and  Category  (8)  “Man¬ 
agement  and  Support.”  In  a  particular 
case  however,  and  imder  exceptional  cir¬ 
cumstances,  the  facts  may  be  such  that 
Categories  (7)  and  (8)  of  §  4.101(a) 
would  involve  a  procurement  within  the 
meaning  of  research  and  development. 
Therefore,  contracting  officers  must  be 
as.sured,  when  Categories  (7)  and  (8)  are 
involved,  that  the  procurement  falls 
under  research  and  development  defini¬ 
tion  prior  to  utilizing  10  U.S.C.  2304(a) 
(11)  as  negotiation  authority. 

(b)  Requirements  for  Counsel  review 
of  Secretarial  D&Fs  shall  be  in  accord¬ 
ance  with  §  737.3-306-52(d)(6).  In  ac¬ 
tivities  to  which  Counsel  is  assigned,  con¬ 
tracting  officer  D&F  shall  be  reviewed 
and  approved  as  to  form  and  legality 
by  Counsel. 

(c)  Example  of  the  determination  and 
findings  justifying  use  of  this  authority 
is  set  forth  in  Part  30. 

§  737.3—212  Clus^ifictl  Piirf!ias*“)i. 

§  737.3—212—3  Limitation. 

See  Part  30  for  instructions  pertaining 
to  the  form  of  determinations  and 
findings. 

§  737.3—213  Technical  Equipment  Re¬ 
quiring  Standardization  and  Inter- 
ehangcability  of  Parts. 

§  737.3—213—3  limitation. 

See  Part  30  for  instructions  pertaining 
to  the  form  of  determinations  and 
findings. 

§  737.3—214  Technical  or  Spesialized 
Supplies  Requiring  Substantial  Ini¬ 
tial  Investment  or  Extended  Period 
of  Preparation  for  Manufaeture. 

§  737.3—214—3  Limitation. 

See  Part  30  for  instructions  pertaining 
to  the  form  of  determinations  and 
findings. 

§  737.3—215  Negotiation  .After  .Advertis¬ 
ing. 

§  737.3—215—2  Limitation. 

See  Part  30  for  instructions  pertaining 
to  the  form  of  deteiminations  and 
findings. 

§  737.3—216  Purchases  in  the  Interest  of 
National  Defense  or  lndu.strial  Mobil¬ 
ization. 

§  737.3—216—3  Limitation. 

See  Part  30  for  instructions  pertaining 
to  the  form  of  determinations  and 
findings. 

§  737.3—217  Otherwise  .Authorized  by 
Law. 

For  small  business  set-asides  see 
§  737.3-201-50  (b). 

§  7.37.3—217—2  Application. 

10  U.S.C.  2304(a)  (17)  preserves  the 
authority  to  negotiate  contracts  when 
negotiation  is  authorized  by  law  other 
than  10  U.S.C.  2301  et  seq.  Contracts  may 
be  negotiated  under  this  authority  only 
with  the  prior  written  approval  of  the 
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Chief  of  Naval  Material  (MAT  02)  except 
that  such  approval  is  not  required  in  the 
folloulng  cases: 

(a)  Architectural  and  Engineering 
services  under  10  U.S.C.  7212. 

(b)  Transportation  Service  by  com¬ 
mon  carrier  under  49  U.S.C.  65. 

(c)  Training  of  Civilian  Employees 
tmder  5  U.S.C.  2308. 

Contracts  so  negotiated  shall  also  cite 
the  applicable  authorizing  statute.  For 
example:  Negotiated  contracts  resulting 
from  joint  determinations  of  total  or 
partial  small  business  set-asides  shall 
cite  10  U.S.C.  2304(a)  (17)  and  Section 
15  of  the  Small  Business  Act;  Negotiated 
contracts  for  Architectural  and  Engi¬ 
neering  Services  shall  cite  10  U.S.C.  2304 

(a)  (17)  and  10  U.S.C.  7212.  Requests  for 
authority  to  cite  10  U.S.C.  2304(a)  (17) 
as  the  authority  to  negotiate  In  in¬ 
stances  other  than  those  noted  above 
shall  be  submitted  to  the  Chief  of  Naval 
Material  (MAT  023)  on  the  form  “Re¬ 
quest  for  Authority  to  Negotiate  (NAV 
EXos  2759) "  generally  following  the  pro¬ 
cedures  In  S  737.3-306-52  except  that 
Secretarial  authority  will  not  be 
required. 

§  737.3—300  Determinations  and  find¬ 
ings. 

§  737.3—303  Determinations  and  Find¬ 
ings  by  a  Contracting  Olficer. 

(a)  Determination  and  Findings.  See 
Part  30  for  guidance  in  the  preparation 

,  of  determinations  and  findings. 

(b)  Memorandum  for  File.  See  §  737.3- 
201-50. 

(c)  Certification  by  Originator  of 
Fhirchase  Request.  Contracting  officers 
are  authorized  to  make  determinations 
and  findings  with  respect  to  individual 
purchases  and  contracts  as  set  forth  in 
§  3.303.  Each  Navy  procuring  activity 
shall  establish  procedures  whereby 
the  individual  submitting  the  purchase 
request  (requisition  or  other  request 
form  upon  which  the  determination  to 
negotiate  is  based)  will  certify  to  the 
accuracy  of  the  facts  and  representa¬ 
tions  contained  in  such  request;  except 
that  such  certifications  are  not  required 
in  procurements  citing  authority  of  10 
U.S.C.  2304(a)  (3).  (5),  (6),  (7).  (8). 
and  (9).  When  (1)  a  purchase  request 
(reouisitlon  or  other  request  form  upon 
which  the  determination  to  negotiate  la 
based)  cites  Procurement  Method  Code 
(PMC)  3,  4,  or  5  In  accordance  with 
NAVMATINST  4200. 33A;  (2)  certifica¬ 
tion  of  facts  would  be  required  by  the 
preceding  sentence;  and  (3)  the  con¬ 
tracting  officer  has  determined  to  nego¬ 
tiate  a  contract,  then  the  contract  file 
shall  contain  a  statement  signed  by  the 
contracting  officer  in  lieu  of  the  fore¬ 
going  certification  that  the  PMC  data 
are  accurate  and  current.  These  certifi¬ 
cations  and  statements  shall  be  retained 
in  the  contract  file  of  the  procuring  ac¬ 
tivity  concerned  in  those  Instances 
where  the  procurement  does  not  require 
a  Chief  of  Naval  Material  business  clear¬ 
ance.  Where  a  Chief  of  Naval  Material 
business  clearance  is  required,  a  (»py  of 
the  determinations  and  findings  with  the 


certification  or  statement  thereon,  shall 
be  furnished  with  the  pre-negotiation 
clearance  required  by  §  737.1-403-51  (b). 
The  Chief  of  Naval  Material  will,  from 
time  to  time,  conduct  such  reviews  of 
procedures  and  records  as  appropriate 
to  assme  full  compliance  with  this  para¬ 
graph  (c). 

§  737.3—305  Forms  of  Detcmiinaitons 
and  Findings. 

§  737.3-305-50  General. 

(a)  Format.  The  customary  and  ap¬ 
proved  form  of  a  determination  and 
findings  (D&F)  contains  a  title  or 
heading,  a  D&P  number  and  Systems 
Command  or  activity  Identification  (or 
other  identifying  niunber  such  as 
procurement  request  number) ,  an  open¬ 
ing  statement  of  authorization,  a  series 
of  numbered  findings  under  the  subhead 
“Findings,”  one  or  more  determinations 
(depending  on  the  specific  exception  used 
and  on  the  facts  of  the  particular  case) 
under  the  subhead  “Determination  (s),” 
and  places  for  date  of  signature  and  sig¬ 
nature.  Determinations  and  findings  by 
a  contracting  officer  may  be  written  on 
Standard  Form  1036  or  on  a  separate 
sheet  of  paper.  Determinations  and  find¬ 
ings  requiring  approval  of  the  Secretary 
of  the  Navy  shall  be  prepared  on  a  sep¬ 
arate  sheet  of  paper.  Determinations  and 
findings  shall  be  in  proper  form,  neat 
and  free  of  grammatical,  spelling  and 
typographical  errors. 

(b)  Heading.  The  following  wording 
of  a  typical  heading  to  a  D&F  for  an  in¬ 
dividual  contract  is  approved: 

DETERMINATION  AND  FINDINGS 

Authority  To  Negotiate  Individual  Contract 

for  Experimental,  Developmental,  or  Re¬ 
search  Work 

In  a  D&P  for  a  class  of  contracts,  the  words 
"Cnass  of  Contracts"  would  replace  the  words 
"Individual  Contract.”  It  Is  desirable  to  Indi¬ 
cate  In  the  heading  the  precise  negotiation 
authority  covered  by  the  D&P.  As  a  general 
rule  the  bottom  line  of  this  heading  would 
set  forth,  after  the  word  "for,”  the  title  of 
the  applicable  paragraph  of  Part  3,  Sub¬ 
part  B. 

(c)  Numbering.  At  the  top  right-hand 
corner  of  each  D&P  there  should  appear  an 
Identifying  number  or  numbers.  Por  pur¬ 
poses  of  administrative  simplicity.  It  la  sug¬ 
gested  that  D&P’s  (1)  signed  by  a  contracting 
oCQcer  or  head  of  a  procuring  activity  bear 
the  same  number  as  the  procurement  re¬ 
quest,  requisition  or  contract,  or,  (11)  signed 
by  the  Secretary  be  numbered  by  the  origi¬ 
nating  activity  In  a  simple  numerical  system 
which  may  bear  a  suffix  of  the  originator’s 
accounting  number  and /or  the  contract 
number  to  which  the  D&P  applies.  It  Is  sug¬ 
gested  that  when  numbering  D&P’s  requiring 
approval  by  the  Secretary  no  distinction  be 
made  between  the  numbering  of  D&P’s  and 
CD&P’s  (Class  Determination  and  Plndlngs) . 

(d)  Scope  of  D&F.  In  general.  It  Is  desirable 
to  confine  each  D&P  to  a  single  page,  to  set 
forth  the  four  or  five  necessary  findings  as 
briefly  as  possible,  and  to  confine  them  to 
only  those  facta  which  are  necessary  and 
relevant  to  support  the  one  or  more  deter¬ 
minations  being  made.  With  respect  to  the 
determination  or  determinations.  It  Is  Im¬ 
portant  to  set  forth  only  that  one  (or  those) 
which  are  responsive  to  the  various  findings, 
and  necessarily  to  confine  them  to  the  re¬ 
quirements  and  the  particular  language  set 
forth  under  the  applicable  exception  In  the 


Act:  further  In  this  connection.  It  Is  impor¬ 
tant  to  guard  against  a  determination  In  the 
alternative  and  to  use  ciunulatlve  language 
only  when  more  than  one  determination  Is  In 
fact  supported  by  the  findings  (for  example, 
under  10  U.S.C.  2304(a)  (14).  “substantial 
Initial  Investment”  and  “extended  period  of 
preparation  for  manufacture”).  Each  D&P 
or  CD&P  for  authority  to  negotiate  shall 
clearly  Indicate  that  the  use  of  formal  ad¬ 
vertising  would  be  Impracticable  and  the 
reasons  therefor. 

§  737.3—306  Procedure  With  Respect  to 
Determinations  and  Findings. 

§  737.3—306—50  Definitions  of  Terms. 

As  used  in  this  NDP.  ' 

(a)  "Determination  and  Findings" 
(D&F)  means  the  document  signed  by 
the  Secretary,  Head  of  a  Procuring 
Activity,  or  a  contracting  officer,  which 
justifies  negotiation  of  an  individual 
contract  or  procurement  (see  9  3.301) ; 

(b)  “Class  Determination  and  Find¬ 
ings"  (CDF)  means  the  document 
signed  by  the  Secretary,  which  Justifies 
negotiation  of  a  class  of  contracts  or 
procurements; 

(c)  “Requests  for  Authority  to  Nego¬ 
tiate,"  or  “RAN"  (NAVEXOS  Form 
2759)  is  the  memorandum  transmitting 
the  D&F  or  CDF  to  the  Secretary  via 
the  Chief  of  Naval  Material  (MAT  023) . 
TThis  memorandum  contains  detailed 
factual  Information  explaining  the  nec¬ 
essity  for  procuring  supplies  or  services 
by  negotiation  rather  than  by  formal 
advertising  and  includes  supporting 
documents  and  information  required  by 
this  NPD; 

(d)  “Advance  Procurement  Plan"  or 
"APP”  means  the  long-range  advance 
plan  prepared  as  required  by  9  73 7.1- 
2100  and  forwarded  to  the  (Thief  of 
Naval  Material  for  review  and  approval; 
and 

(e)  “Negotiation  Exception"  and 
“EXCEPTION"  refer  to  the  authority  to 
negotiate  in  subparagraphs  of  10  U.S.C. 
2304(a)  as  described  in  9  3.201  through 
9  3.217. 

§  737.3—306—51  Submission  of  “Request 
for  Authority  to  Negotiate”  for  In¬ 
dividual  Purrhase  or  Contract. 

(a)  Except  as  provided  in  9  737.3-306- 
51(b),  the  “Request  for  Authority  to 
Negotiate”  (NAVEXOS  Form  2759)  wiU 
be  used  to  request  authority  to  negotiate 
an  individual  purchase  or  contract  when 
a  Determination  and  Findings  by  the 
Secretary  is  required  by  9  3.302.  An 
original  and  two  good,  legible  copies  of 
the  RAN,  numbered  in  accordance  with 
instructions  set  forth  in  §  737.1-403-53, 
and  of  the  D&F  proposed  for  signature  of 
the  Secretary  shall  be  submitted  to  the 
Chief  of  Naval  Material  (MAT  023)  (the 
D&F  shall  be  prepared  in  proper  form, 
neat  and  free  of  grammatical,  spelling 
and  typographical  errors) .  The  original 
(ribbon  copy)  of  the  RAN,  when  ap¬ 
proved,  and  the  signed  D&F  will  be  re¬ 
turned  by  the  Chief  of  Naval  Material. 
(Where  negotiation  EXCEPTIONS  (11) 
or  (13)  under  §  3.302  (i)  or  (lil)  are 
cited,  an  original  and  three  copies  each 
of  the  RAN  and  the  D&P  shall  be  sub¬ 
mitted  to  the  Chief  of  Naval  Material 
(MAT  023).). 
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(b)  If  an  APP  (Advance  Procurement 
Plan)  has  been  approved,  as  provided  in 
§  737.1-2100,  it  may  be  used  as  the  justi¬ 
fication  to  support  an  individual  pro¬ 
curement  or  a  class  of  procurements  as 
applicable.  When  the  APP  is  used  as  the 
justification,  the  RAN  (NAVEXOS  Form 
2759)  should  be  utilized  as  the  transmit¬ 
tal  document  for  such  APP  and  the  ac¬ 
companying  D&F  or  CDF.  The  RAN 
should  include; 

(1)  Any  information  necessary  to  up¬ 
date  the  APP  and 

(2)  any  information  required  by  this 
§  737.3-306  not  previously  furnished  in 
the  APP.  All  blocks  including  signature 
blocks,  on  the  RAN  should  be  completed. 

§  737.3—306—52  Preparation  of  RAN— 
NAVEXOS  Form  2759. 

The  determination  to  formally  adver¬ 
tise  or  to  negotiate  is  governed  by  the 
sp>ecific  facts  in  a  proposed  procurement. 
(See  §  737.3-306-52  (c)  for  RAN’s  on 
Classes  of  items.)  When  the  decision  is 
to  negotiate  and  Secretarial  authority  is 
required,  the  RAN  will  set  forth  the  basic 
facts  in  the  following  manner: 

(a)  Description  of  Item  or  Services  to 
be  Procured.  So  that  it  is  clear  to  a  non¬ 
technical  reader  what  is  being  procured, 
a  brief  general  description  is  required,  in 
addition  to  the  customary  military  no¬ 
menclature;  also,  a  statement  of  the  gen¬ 
eral  application  and  particular  signifi¬ 
cance  or  specialized  character  is  required. 
Though  the  description  should  avoid  un¬ 
necessary  technical  details,  it  should 
cover  in  precise  form  all  supplies  or  serv¬ 
ices  being  procured  including  the  esti¬ 
mated  value  and  the  approximate  numbe 
of  items. 

(b)  Justification.  The  RAN  must  con¬ 
tain  facts— not  just  conclusions — that 
(1)  clearly  and  convincingly  establish 
that  the  use  of  formal  advertising  would 
not  be  practicable  and  (2)  support  the 
proposed  Determination  and  Findings. 
Detailed  Information  requirements  to  be 
included  in  the  justification,  where  ap¬ 
plicable,  are  set  forth  in  subparagraphs 
(1)  through  (10),  the  subject  groupings 
of  which  are  recited  below.  See  §  737.3- 
306-56  for  sample  format  of  RAN’s  for 
exceptions  (11)  through  (16). 

1.  Procurement  plan 

2.  Advance  planning  coordination 

3.  Selection  of  prospective  contractors  for 

negotiation 

4.  Technical  data  requirements 

5.  Evaluation  and  conformance  with  speci¬ 

fications 

6.  Type  of  contract 

7.  Synopsis  of  proposed  procurement 

8.  Government  facilities 

9.  Additional  Information  for  all  exceptions 

10.  Additional  Information  for  specific  nego¬ 
tiation  exceptions 

(1)  PROCUREMENT  PLAN— Describe  the 
procurement  plan  and  proposed  method  of 
award.  The  following  are  examples  of  such  a 
description:  (1)  (where  a  number  of  named 
contractors  are  to  be  solicited  for  an  R&D 
Job)  "Technical  proixwals  will  be  solicited 
from  the  above-named  firms  after  a  confer¬ 
ence  on  the  objectives  to  be  reached.  Selec¬ 
tion  of  the  firm  to  perform  the  work  will  be 
on  the  basis  of  technical  competence  for  the 
particular  research  and  development  work,”; 
(U)  (In  the  ca.se  of  a  competitive  production 


Item)  “Award  will  be  made  to  the  respon¬ 
sive,  resp>onslble  supplier  offering  the  best 
price.” 

The  plan  specifically  shall  Include: 

a.  The  planned  or  estimated  tlnae  to  be 
allowed  contractors  to  submit  proposals; 

b.  An  explanation  of  the  urgency,  if  any, 
of  the  requirement.  Including  the  origin  of 
the  urgency  representations,  when  lead  time 
Is  cited  as  a  basis  for  restriction  of  compe¬ 
tition  (such  as  delay  in  the  procurement 
through  use  of  formal  advertising,  etc.); 

c.  The  basis  for  establishing  the  delivery 
requirements;  and 

d.  The  circumstances  should  be  stated 
when  the  procurement  requirement  is  the 
result  of  termination  or  other  unusual  ac¬ 
tion  on  a  prior  contract. 

(2)  ADVANCE  PLANNING  COORDINA¬ 
TION — In  presenting  Information  with  re¬ 
spect  to  the  procurement  plan  under  (1), 
refer  to  any  advance  planning  information 
previously  prepared  or  furnished  together 
with  information  with  respect  to  any 
change(s)  proposed  in  the  present  RAN 
which  repre.sents  a  departure  or  modifica¬ 
tion  of  prior  procurement  plans. 

(3)  SELE<3TION  OP  PROSPECTIVE  CON¬ 
TRACTORS  FOR  NEGOTIATION— Include 
an  analysis  of  possible  sources,  indicating 
the  following: 

o.  Extent  of  competition  available;  iden¬ 
tity  and  location  of  firms  to  be  solicited;  the 
size  classification  of  each  concern  to  be  so- 
li^ted  shall  be  Indicated  by  the  symbol  (S) 
for  small  business,  (L)  for  large  business  and 
(NP)  for  nonprofit  or  educational:  and 
whether  it  is  located  in  a  labor  surplus  area; 

b.  Where  appropriate,  the  caliber  of  tech¬ 
nical  or  scientific  personnel  to  be  employed 
on  the  work; 

c.  A  brief  description  of  the  method  of 
evaluation  used  In  selecting  a  contractor 
when  the  selection  is  based  on  technical 
skills,  ability  to  produce,  available  capacity, 
or  similar  factors  (this  is  particularly  impor¬ 
tant  when  such  evaluations  result  in  a  re¬ 
duction  in  the  number  of  firms  to  receive 
RFP's) ; 

d.  The  exclusion  of  apparently  qualified 
firms  must  be  briefly  and  clearly  explained 
(statements  that  the  “XYZ  Company  is  con¬ 
sidered  best  qualified”  or  “no  other  sources 
are  considered  qualified”  should  be  thor¬ 
oughly  supported  in  the  justification  pre¬ 
sented)  ; 

e.  The  circumstances  surrounding  the  pro¬ 
prietary  position  of  a  contractor, 

/.  The  basis  for  representation  as  to  advan¬ 
tageous  lead  time  position  of  the  selected 
contractor.  Including  stage  reached  In  the 
development  or  production  of  the  Item(s) 
(such  as  what  production  run)  and  the  rela¬ 
tion  to  the  proposed  procurement  of  any 
prior  experience  (such  as  R&D  or  the  fur¬ 
nishing  of  prototype); 

g.  For  follow-on  contracts  proposed  for 
award  on  a  single  source  basis,  the  method 
of  original  selection,  of  contractor  should  be 
identified,  i.e.,  competition,  design  competi¬ 
tion,  or  technical  competition. 

(4)  TECHNICAL  DATA  REQUIREMENTS— 
Where  the  absence  of  necessary  technical 
data  is  a  factor  in  contractor  selection,  the 
acquisition  of  technical  data  under  the  pro¬ 
posed  procurement  is  basic  to  obtaining  com¬ 
petition  on  future  procurements  (unless 
such  data  Is  already  a  requirement  under 
another  procurement ) .  See  NAVMAT  In¬ 
struction  4000. 15A.  E.ach  RAN  shall  state: 

a.  The  procuring  activity’s  time  schedule 
to  obtain,  prepare,  and  issue  technical  data 
for  purposes  of  obtaining  competition; 

b.  The  specific  nature  of  technical  data  to 
be  acquired,  indicating  the  type  and  class  of 
drawings,  as  defined  in  Specification  MIL- 
D-70327  and  MIL-STD-7,  and  including  a 
reason  for  deviation  if  the  drawings  to  be 


acquired  do  not  fully  comply  with  this 
iq>eclfication; 

c.  The  technical  data  to  be  required  by  the 
contract,  or  required  by  an  existing  con¬ 
tract,  the  delivery  schedule  for  such  data  and 
for  revisions; 

d.  'Whether  the  technical  data  will  be  ade¬ 
quate  for  competitive  procurement  and  when 
evaluation  thereof  is  expected  to  be  com¬ 
pleted; 

e.  If  the  technical  data  will  not  be  ade¬ 
quate  for  competitive  procurement,  in  a  full 
explanation  state  why  data  adequate  for 
competition  is  not  being  procured  and  when 
it  is  expected  that  data  adequate  to  obtain 
competition  will  be  secured,  evaluated,  and 
made  available  for  Lssue,  and 

/.  If  the  technical  data,  though  adequate 
for  competitive  procurement,  will  not  be 
available  in  time  for  the  next  procurement  of 
the  Item(s)  concerned,  an  explanation  as  to 
why  it  is  not  feasible  to  effect  delivery  and 
evaluation  of  the  data  in  time  to  permit 
their  use  for  competitive  procurement  on 
the  next  buy,  including  Information  as  to 
any  delinquency  in  contract  performance 
with  respect  to  such  data. 

(5)  EVALUATION  AND  CONFORMANCE 
WITH  SPECIFICATIONS — Where  service 
evaluation  requirements  are  operative  for  the 
procurement  under  consideration,  the  RAN 
shall  pre.sent  the  following,  where  applicable: 

a.  Status  and  results  of  service  testing 
of  the  equipment.  If  tests  have  not  yet  been 
made,  information  as  to  why  not  and  as 
to  when  such  tests  will  be  commenced  and 
completed: 

b.  Where  technical  evaluation  or  opera¬ 
tional  evaluation  by  the  Navy  Operational 
Test  and  Evaluation  Force  has  been  com¬ 
pleted,  Information  as  to  whether  equipment 
to  be  procured  meets  the  c^erational 
specifications; 

c.  If  the  equipment  to  be  procured  does 
not  meet  the  operational  specification,  in¬ 
formation  as  to  what  waivers  or  deviations 
are  being  granted,  why,  and  the  source  of 
approval  of  such  waivers  or  deviations,  with 
identification  of  the  approving  document(s) ; 
and 

d.  In  the  case  of  Requests  for  Authority 
to  Negotiate  under  Exception  (14),  Included 
in  this  paragraph  (Instead  of  under  the 
“Basis  of  urgency  representation,"  (lO)d(l) 
below)  Information  as  to  whether  the  pro¬ 
curement  covers  property  being  acquired  in 
advance  of  approval  for  service  use,  and  one 
of  the  following: 

(1)  A  statement  that,  pursuant  to 
OPNAVINST  4720.9B  of  13  February  1963, 
the  Item(s)  concerned  require(s)  only  tech¬ 
nical  evaluation  and  that  no  further  CNO 
approval  is  required; 

(li)  A  reference  to  CNO  approval  for  service 
use;  or 

(41)  A  reference  to  CNO  authorization  to 
procure  in  advance  of  CNO  approval  for  serv¬ 
ice  use.  (In  this  case  a  copy  of  the  related 
waiver  of  prior  CNO  approval  for  service  use 
should  be  attached  to  the  RAN.) 

(6)  T-STE  OF  CONTRACT— RAN’s  should 
specify  the  type  of  contract  tentatively  con¬ 
templated  and,  where  a  cost.  CPFF,  CPIP,  of 
redetermlnable  fixed  price  type  contract  is 
being  considered,  a  statement  shall  be  in¬ 
cluded  as  to  (1)  the  rea-som.  for  selection  of 
such  type  of  contract,  and  (il)  plans  for  use 
of  a  more  advanced  type  of  contract  (i.e., 
firmed  fixed  price  or  fixed  price  incentive)  on 
any  continuing  portion  of  the  program 
(Where  a  firm  fixed  price  or  fixed  price  in¬ 
centive  type  contract  is  contemplated  on  the 
current  procurement,  a  brief  statement  to 
that  effect  is  sufficient  except  that  where  the 
bases  for  selection  of  a  fixed  price  Incentive 
over  a  firm  fixed  price  are  not  readily  ap¬ 
parent  the  intention  to  use  an  incentive  type 
contract  should  be  explained). 
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(7)  SYNOPSIS  OF  PROPOSED  PROCURE¬ 
MENTS — Where  the  proposed  procurement 
will  not  be  publicized,  a  brief  statement  of 
explanation  shall  be  Included  with  reference 
to  the  specific  basis  for  exemption  under 
§  1.1003-1. 

(8)  GOVERNMENT  FACILITIES— The  Re¬ 
quest  shall  indicate  the  type  and  estimated 
amoimts  of  additional  Government  facilities, 
materials,  equipment,  special  tooling,  serv¬ 
ices.  or  property  of  any  type  to  be  furnished 
the  contractor,  such  as  Government-fur¬ 
nished  materials  to  be  incorporated  into  end- 
items  or  products,  use  of  existing  Govern¬ 
ment  land,  building  or  equipment,  construc¬ 
tion  such  as  civil  or  public  works  or  other 
incidental  construction,  modification,  altera¬ 
tion,  rearrangement  or  improvement  of  Gov¬ 
ernment  or  contractor  facilities,  construc¬ 
tion  or  Installation  of  nonseverables,  and 
Government-furnished  services  of  any  type. 

If  facilities  requirements  or  amounts  cannot 
be  precisely  determined,  so  state  and  include 
known  facts.  If  a  facilities  contract  is  in¬ 
volved  or  if  a  facilities  busmess  clearance 
memorandum  was  furnished  the  Chief  of 
Naval  Material  pursuant  to  1 737.1-403-51 
(b)  (2)a(xiii),  reference  should  be  made  to 
such  documents. 

(9)  ADDITIONAL  INFORMATION  FOR 
ALL  EXCEPTIONS — Justifications  for  nego¬ 
tiation  shall  include: 

a.  The  estimated  cost  of  the  proposed  pro¬ 
curement,  how  obtained,  and  a  brief  descrip¬ 
tion  of  the  basis  on  which  the  estimated  cost 
of  the  procurement  was  derived; 

b.  A  description  of  the  content  of  the  RFP 
relating  to  the  range  of  stepladder  quanti¬ 
ties,  if  applicable,  and; 

c.  Where  procurements  involve  electronic 
equipment  requiring  radio  frequency  ap¬ 
proval,  a  statement  that  the  frequency  allo¬ 
cation  has  been  approved  by  the  Director, 
Naval  Communications,  in  accordance  with 
OPNAVINST  2410.1  IE. 

(10)  ADDITIONAL  DTPORMATION  TO  BE 
FURNISHED  FOR  SPECIFIC  NEGOTIATION 
EXCEPTIONS. 

a.  When  EXCEPTION  (11)  is  proposed  for 
iise.  Include  the  following  where  applicable: 
(Also  see  NAVMATINST  3900.3A  of  5  July 
1967  for  reqrvlrments  for  RDT&E  brief) 

(1)  R&D  is  frequently  related  to  other  pre¬ 
vious  or  concurrent  contracts.  In  such  cases, 
a  brief  discussion  of  the  accomplishments 
leading  to,  or  the  reason  for,  the  proposed 
procurement  and  the  specific  objectives 
thereof; 

(11)  A  statement  as  to  whether  the  project 
(or  program)  has  been  coordinated  with  the 
Director  of  Defense  Research  &  Engineering 
with  the  other  Military  Departments,  with 
other  Federal  agencies,  or  with  other  Navy 
agencies  who  have  an  Interest  in  the  same 
or  similar  RAD  fields.  If  Joint  project,  iden¬ 
tify  the  Military  Depeirtments,  other  Federal 
agencies,  and  other  Navy  agencies  involved 
and  Indicate  the  participation  of  each  and 
the  source  of  the  current  funding — whether 
the  funds  are  Navy  funds,  those  of  another 
agency  or  split,  giving  dollar  amounts  of  cur¬ 
rent  funding  in  each  case.  The  specific  iden¬ 
tifying  project  number  and  line  items  in 
the  Navy  RAD  Program; 

(iii)  An  estimate  of  future  program  costs 
not  covered  by  the  proposed  DAF,  when  avail¬ 
able  from  present  procurement  planning 
information; 

(iv)  Information  as  to  whether  a  Tech¬ 
nical  Development  Plan  is  required  and  if 
so,  whether  CNO  approval  for  such  plans  has 
been  obtained.  Reference  to  any  such  ap¬ 
proval  should  be  cited. 

(v)  Information  as  to  whether  advance 
notice  of  the  Governmeiit’s  hitere.'st  in  the 
particular  RAD  field  w’as  published  in  accord¬ 
ance  with  i  1.1003-2; 

(vl)  Where  no  small  business  is  to  be 
solicited  for  RAD,  a  statement  setting  forth 


the  reasons  for  not  soliciting  snrall  business; 

(vli)  Information  as  to  whether  the  item 
to  be  developed,  or  the  knowledge  gained  in 
its  development,  may  have  potential  com¬ 
mercial  application  (s). 

(viii)  In  order  to  establish  a  basis  for  deci¬ 
sions  as  to  type  of  contract(s)  to  be  used 
(see  S  3.403(b) ) ,  the  specific  category  of  RAD 
work  to  be  proctued  shall  be  identified.  The 
category  shall  be  one  of  those  listed  in 
§  4.201(a). 

b.  When  using  EXCEPTION  (12),  the  RAN 
shall  contain  sulllclent  information  about  the 
item  being  procured  in  order  to  identify  the 
characteristics  warranting  a  security  classifi¬ 
cation.  The  simple  statement  that  an  item  is 
classified  is  not  sufllcient.  Tlie  natime  of  the 
security  requirement  should  be  identified  in 
unclassified  language  to  amplify  what  wdll  be 
revealed  by  data  Included  in  the  Invitation, 
such  as  “operating  depth  of  submarines,” 
“noise  characteristics  of  the  equipment,”  or 
“operating  radius,"  etc. 

c.  RAN's  based  on  standardization  under 
Exception  (13)  shall  clearly  Identify  the 
benefits  of  such  action,  in  accordance  with 
the  criteria  under  §  3.213,  stating  the  extent 
of  the  coordination  accomplished  within  the 
Navy,  other  Military  Departments  and  tlie 
Department  of  Defense. 

d.  When  EXCEPTION  (14)  is  proposed  for 
use,  the  RAN  sliall  contain  the  following 
additional  information  on  a  sheet  attached 
to  Form  NAVEXOS  2759; 

(i)  An  affirmative  statement  of  the  tech¬ 
nical  and  specialized  nature  of  the  item; 

(il)  If  urgency  is  the  basis  for  negotiation 
(see  §  737.3-306-52 (b)  (1)  (b),  positive  verifi¬ 
cation  of  delivery  needs  is  required  (e  g.,  in¬ 
clude  a  list  of  ships  and  or  activity  installa¬ 
tion  and  dates  of  delivery  required).  If 
procurement  is  for  property  in  advance  of 
approval  for  service  use,  CNO  waiver  should 
be  referenced  and  a  copy  attached  (see  5(d) 
above) ; 

(ill)  Relation  of  the  proposed  procurement 
to  any  prior  experience  of  the  firm  recom¬ 
mended,  such  as  RAD  or  furnishing  of  proto¬ 
types.  Include  contract  references,  estimated 
costs  and  list  all  previous  RAD  and  produc¬ 
tion  contracts  for  the  item  including  appli¬ 
cable  values  of  the  contracts,  and  the  num¬ 
ber  of  units,  unit  prices,  and  aggregate  values 
of  production  contracts  and  RAN  or  Business 
Clearance  Numbers; 

(Iv)  Stage  reached  in  the  development  or 
production  (such  as  what  production  run) 
and  any  additional  clrcum.stances  justifying 
the  advantageous  lead  time  position  of  the 
proposed  contractor.  State  minimum  produc¬ 
tion  lead  time  for  such  contractyr(s) ; 

(v)  Information  establishing  that  the  lead 
time  for  a  firm  other  than  the  firra(s)  recom¬ 
mended  would  unduly  delay  procurement. 
Show  lead  time  for  other  firms  with  a  break¬ 
down!  In  the  following  manner: 

(A)  Design  and  engineering; 

(B)  Manufacture  of  preproduction  unit; 

(C)  Test  and  evaluation; 

(D)  Acquisition  of  materials.  Including 
tooling,  and  manufacture  of  first' production 
equipment: 

(vl)  If  duplication  of  inve.stment  by  the 
Government  Is  applicable,  the  type  and  value 
of  the  substantial  Investment  shall  be  out¬ 
lined,  Includhig  any  Government-furnished 
tooling  and  facilities; 

(vii)  The  dale  the  requirement  orig¬ 
inated  or  was  received  by  the  Navy  requiring 
activity; 

(viii)  The  date  the  Purchase  Request  was 
received  in  the  contract  divl.slon,  purchasing 
division,  or  equivalent,  of  the  eontractlng 
activity; 

(ix)  The  date  when  funds  were  made 
available  or  are  scheduled  to  be  made  avail¬ 
able; 

(X)  A  statement  as  to  whether  the  pro¬ 
curement  represents  all  quantities  for  which 


requirements  are  known,  and  funds,  iiv  whole 
or  in  part,  are  available.  (Where  require¬ 
ments  exist  but  the  material  purchased  is 
to  be  delayed  or  ordered  In  increments  due 
to  the  nonavailability  of  funds,  the  purchas¬ 
ing  plan  for  the  entire  requirement  shall  be 
furnished,  including  a  schedule  covering  the 
release  of  funds.  The  activity  curtailing  the 
use  of  such  funds  will  be  identified.) ; 

(xi)  A  statement  as  to  whether  subsequent 
purchases  of  the  same  or  similar  equipment 
are  planned,  together  with  a  statement  as  to 
the  Inrpracticabllity  of  consolidation  of  a 
portion  of  the  current  procurement  with  the 
.subsequent  procurement  In  the  interest  of 
broader  competition. 

e.  When  forwarding  a  DAF  under  EXCEP¬ 
TION  (15)  requesting  Secretarial  approval  to 
negotiate  on  the  grounds  that  bid  prices 
received  from  formal  advertising  are  unrea¬ 
sonable  or  were  not  Independently  reached  in 
open  competition,  the  following  information 
shall  be  furnished  In  the  Form  2759; 

(1)  IFB  number  and  date; 

(il)  Number  of  firms  fiumish^d  IFB's  and 
number  which  responded,  including  a  list  of 
the  firms  and  respective  bids  submitted; 

(iii)  The  procuring  activity’s  original  esti¬ 
mate  of  costs  and  basis  for  this  estimate 
leading  to  an  affirmative  allowing  of  the 
excessive  nature  of  bid  or  bids  received; 

(iv)  In  the  Procurement  Plan,  list  the 
firms  to  be  solicited. 

/.  In  forwarding  the  second  DAF  required 
under  EXCEPTION  (15)  for  secretarial  ap¬ 
proval,  with  regard  to  the  particular  contract 
being  negotiated,  the  following  shall  be  in¬ 
cluded  In  the  Form  2759 : 

(I)  Reference  to  the  previous  DAF  and 
date  of  Secretarial  approval; 

(II)  Pacts  pertinent  to  the  rejection  of  all 
bids,  prior  notice  of  Intention  to  negotiate, 
and  each  responsible  bidder  given  opportu¬ 
nity  to  negotiate  in  aocordance  with  previous 
DAF; 

(ill)  List  applicable  firms  and  proposals 
submitted  on  basis  of  Request  for  Proposal; 

(iv)  Show  conclusively  that  final  nego¬ 
tiated  price  U  lower  tbtm  all  other  prices 
offered  on  negotiated  basis  and  is  lower  than 
ail  rejected  prices  on  advertised  procurement. 

ff.  If  EXCEPTION  (16)  is  cited  as  negotia¬ 
tion  authority,  the  following  additional  in¬ 
formation  shall  be  Included: 

(i)  An  affirmative  statement  of  the  tech¬ 
nical  and  specialized  nature  of  the  item; 

(11)  Statement  of  the  current  annual  re¬ 
quirement  and  prospective  needs  for  the 
item: 

(ill)  Procurement  history  of  the  Item,  In¬ 
cluding  firms  which  have  produced  the  Item 
and  a  statement  of  the  complexity  and  rea¬ 
sons  for  lack  of  soxu’ces; 

(Iv)  If  for  maintenance  of  an  existing 
mobilization  base,  show  that  the  firm(s) 
will  lose  capability  of  producing  the  Item 
In  the  time  required  under  projected  mobil¬ 
ization  planning  If  not  awarded  contract(s). 
If  item  is  on  the  Navy  Industrial  Readiness 
Planning  Program,  show  established  data 
and  Indicate  time  Involved  to  reacquire  lost 
skills; 

(v)  If  for  establishment  of  a  new  source, 
Indicate  hazards  of  relying  on  present 
source (s)  and  the  time  required  to  acquire 
skills  and  the  capjicity  necessary  to  produce. 
Explain  selection  of  new  source  if  award  Is  to 
he  proprietary,  or  if  competitive,  the  reasons 
for  choice  of  firms  to  be  solicited.  Also,  rea¬ 
sons  should  be  stated  for  exclusion  of  any 
apparently  qualified  sources.  If  applicable. 

(c)  RAN’s  Related  to  Class  Determi¬ 
nations  and  Findings.  The  information 
furnished  in  a  Request  for  Authority  to 
Negotiate  related  to  a  proposed  Class 
Determinations  and  Findings  shall  fully 
support  the  proposed  negotiation  au¬ 
thority  as  to  each  item  covered  by  the 
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Request  for  Authority  to  Negotiate,  fur¬ 
nishing,  pursuant  to  §  737.3-306-52,  the 
same  information  as  to  each  Item  as 
would  be  furnished  if  the  item  were  cov¬ 
ered  by  an  individual  RAN  and  D&P. 
Such  information  should  generally,  par¬ 
ticularly  where  numerous  items  are  in¬ 
cluded,  be  presented  in  tabular  form  on 
an  enclosure,  attachment,  or  exhibit  to 
the  Request  for  Authority  to  Negotiate. 

(d)  Specific  ResvonsibUites.  (1)  Heads 
of  Contract  Divisions  and  Contracting 
Officers.  The  head  of  the  contract  divi¬ 
sion,  purchase  division,  or  equivalent,  of 
the  contracting  activity  (1)  shall  be  gen¬ 
erally  responsible  for  the  preparation  of 
the  Request  and  proposed  D&P,  and  for 
decisions  discussed  in  the  Request  or 
based  on  the  facts  presented  therein; 
and  (ii)  except  as  set  forth  in  paragraph 
(d)  (2)  cf  this  section,  shall  sign  the  Re¬ 
quest  in  the  appropriate  space.  He  shall 
also  be  responsible  for  the  accuracy  of 
the  facts  presented  in  the  Request,  ex¬ 
cept  those  furnished  by  another  reqxiir- 
ing  flcti\ity  as  provided  in  paragraph 
(d)  (3)  of  this  section.  At  the  time  of 
entering  into  a  negotiated  contract,  the 
contracting  officer  of  the  contracting  ac¬ 
tivity  will  ascertain  that  the  D&P  is  con¬ 
sistent  with  the  facts  present  at  the  con- 
dlusion  of  negotiations  and,  if  it  is  not, 
will  promptly  initiate  action  to  obtain  a 
revised  D&P. 

(2)  Head  of  Procuring  Activity  and 
Project  Manager.  The  Head  of  the  Dep¬ 
uty  of  the  Navy  Procuring  Activity  (sis 
defined  in  §  1.201),  or  Deputy  Chief  of 
Staff  for  Installations  and  Logistics  of 
the  Marine  Corps  or  his  “Assistant”,  or 
SECNAV  designated  Project  Managers 
imder  the  command  or  direction  of  CNM, 
or  CNM  designated  Project  Managers  in 
which  the  requirement  originated  shall 
sign  the  RAN  and  include  his  recom¬ 
mendations  whenever; 

(1)  Exception  (11)  is  proposed  as  nego¬ 
tiation  authority  and  the  estimated 
amount  of  the  procurement  Is  $1,000,000 
or  more: 

(il)  Exception  (12)  or  (14)  Is  proposed 
as  negotiation  authority  and 

(A)  The  procurement  is  to  be  nego¬ 
tiated  with  competition  and  the  esti¬ 
mated  amount  of  the  prociu-ement  Is 
$5,000,000  or  more,  or 

(B)  The  procurement  is  to  be  nego¬ 
tiated  without  competition  and  the  esti¬ 
mated  amount  is  $1,000,000  or  more; 

(iii)  Exception  (13)  Is  proposed  as  ne¬ 
gotiation  authority;  or 

(iv)  Exception  (16)  Is  proposed  as  ne¬ 
gotiation  authority. 

(Where  purchases  subject  to  this  sub- 
paragraph  are  to  be  made  by  a  contract¬ 
ing  officer  of  the  Naval  Supply  Systems 
Command,  the  contracting  officer  will 
forward  the  Request  to  the  Secretary 
via  the  Systems  Command  or  Project 
Manager  having  technical  cognizance  of 
the  program  for  which  the  pmchase  is 
made,  for  signature  of  the  Commander 
or  Vice  Commander  of  such  Systems 
Command  or  the  Project  Manager.) 

(3)  Requiring  Activity.  Where  a  con¬ 
tracting  activity  is  to  place  a  contract 
for  requirements  originating  in  another 
activity,  the  requiring  activity  shall  fur¬ 


nish  the  contracting  activity  with  infor¬ 
mation  concerning  the  requirement, 
which  will  enable  the  contracting  activ¬ 
ity  to  prepare  the  Request  and  proposed 
D&P,  and  shall  be  responsible  for  the 
accuracy  of  such  information. 

(4)  Technical  Personnel.  (1)  In  con¬ 
nection  with  that  portion  of  the  Request 
covering  the  selection  of  contractors  for 
research  and  development,  the  responsi¬ 
bilities  of  technical  personnel  are  set 
forth  in  §  3.107-6.  In  the  case  of  pro¬ 
duction  contracts  it  is  the  responsi¬ 
bility  of  technical  personnel  to  furnish 
adequate  information  in  the  procurement 
request  so  that  the  contracting  officer 
will  have  the  facts  on  which  to  base  a 
decision  and  will  be  able  to  provide  the 
information  required  by  (a)  above.  In 
connection  with  standardization,  tech¬ 
nical  personnel  shall  follow  the  proce¬ 
dures  set  forth  in  §  737.3-306-54. 

(ii)  On  the  last  page  of  each  Request 
for  Authority  to  Negotiate  transmitting 
the  D&P,  the  following  statement  should 
be  made  and  executed  by  cognizant 
technical  and  requirements  personnel: 

It  is  certified  that  the  facts  and  repre¬ 
sentations  under  my  cognizance  which  are 
included  in  this  Request  for  Authority  to 
Negotiate  or  Supporting  Advance  Procure¬ 
ment  Plan  Number  _  and  attached 

Determination  and  Findings  are  accurate  to 
the  best  of  my  knowledge  and  belief. 


Technical  Requirement 

Cognizance  Cognizance 


Date  Date 

(5)  Mobilization  or  Industrial  Plan¬ 
ning  Personnel.  When  the  procurement  is 
for  a  Preferential  Planning  List  (PPL) 
item  or  when  the  proposed  contract  is 
one  of  several  related  contracts  to  be 
negotiated  under  exception  (14)  or  (16), 
personnel  responsible  for  mobilization  or 
industrial  planning  shall  be  responsible 
for  furnishing  the  necessary  information 
on  a  current  basis  to  the  contracting 
officer. 

(6)  Counsel.  It  shall  be  the  responsi¬ 
bility  of  Counsel  for  the  Contrapting 
Activity  preparing  the  Request  to  review 
the  D&P  as  to  form  and  legality.  Field 
purchasing  activities  of  the  Naval  Supply 
Systems  Command  without  assigned 
Counsel  shall  forward  the  Request  with 
the  D&P  attached  via  the  Naval  Supply 
Systems  Command  for  such  review  by 
covmsel  for  the  Naval  Supply  Systems 
Command.  The  Request  shall  be  signed 
or  Initialed  by  the  member  of  the  Office 
of  the  General  Counsel  w'ho  reviewed  the 
proposed  D&P. 

(7)  Comptroller.  In  connection  with 
that  portion  of  the  Request  covering  the 
availability  and  release  of  fimds,  excep¬ 
tion  (lO)d(ix)  above,  it  shall  be  the  re¬ 
sponsibility  of  the  Comptroller  of  the  re¬ 
quiring  activity  to  furnish  the  necessary 
information  on  a  current  basis  to  the 
contracting  officer. 

(e)  Submission  and  Distribution  of 
Requests  and  D&F’s.  The  original  and 
two  copies  of  both  the  Request  (NAVE- 
XOS  2759)  and  the  D&P  to  be  signed  by 
the  Secretary  shall  be  submitted  to  the 
Chief  of  Naval  Material  (MAT  023) .  Ad¬ 
ditional  copies  of  the  D&P  xinder  excep¬ 


tions  (13)  (Standardization)  and  (16) 
(Mobilization)  shall  be  prepared  by  the 
procuring  activity  for  distribution  after 
receipt  of  the  signed  D&P  to  any  other 
interested  procuring  activities.  The  origi¬ 
nal  Request,  when  approved,  and  the 
signed  D&P  will  be  returned  to  the  ii.- 
itiating  procuring  activity.  The  two  cop¬ 
ies  of  each  will  be  retained  by  the  Chief 
of  Naval  Material  (MAT  023). 

(f)  Numbering  instructions  for  Re¬ 
quests  for  Authority  to  Negotiate  are  set 
forth  in  S  737.1-403-53. 

(g)  Coordinated  Procurement.  Per 
procedures,  see  §  737.5-1106-2. 

§  737.3-306-53  Oasa  Determinations 
and  Findings  (CDF’s). 

(a)  When  Authorized.  CDF’s  are  used 
when  obtaining  authority  to  negotiate  a 
number  of  contracts  for  the  same  or  re¬ 
lated  items  and  the  use  of  separate  D&F’s 
would  result  in  a  repetition  of  the  same 
set  of  facts.  CDF’s  may  be  approved  only 
when: 

(1)  The  character  of  the  supplies  or 
services  is  such  that  they  can  only  be 
procured  by  negotiation.  Such  supplies 
or  services  include; 

(1)  Standardized  items  of  equipment 
which  are  to  be  procured  in  contracts 
negotiated  vmder  exception  (13) . 

(il)  Research  and  development  pro¬ 
grams  which  have  not  reached  the 
evaluation  lot  or  pilot  production  stage 
and  are  to  be  prociued  in  contracts  nego¬ 
tiated  under  exception  (11). 

(2)  The  natme  of  the  equipment  is 
such  that  it  is  not  only  highly  “technical 
and  specialized”  but  the  requirement  of 
military  urgency  or  limited  numbers  cf 
qualified  proven  producers  (in  the  sense 
of  facilities,  investment,  continued  con¬ 
tractor  interest,  extensive  preparatory 
time)  preclude  the  use  of  formal  adver¬ 
tising  methods  now  and  in  the  foresee¬ 
able  future.  'This  usage  is  generally 
confined  to  executions  (14)  and  (16). 
This  typ>e  of  Class  D&F  requires  the 
maximum  in  substantiation  and  is  ap¬ 
proved  only  where  a  fully  supported  clear 
case  can  be  presented. 

(b)  Secretarial  Approval.  Except  as 
provided  in  paragraph  (c)  of  this  section, 
all  CDF’s  will  normally  be  signed  by  the 
Assistant  Secretary  of  the  Navy  (Instal¬ 
lation  and  Logistics).  All  requests  for 
CDF’s  must  be  signed  by  the  Head  or  the 
Deputy  Head  of  the  Procuring  Activity 
(including  its  field  activities)  or  Project 
manager  (see  §  737.3-306-52(d)  (2) )  in 
which  the  requirement  originated.  Con¬ 
tracting  Officers  are  not  authorized  to 
sign  CDFs. 

(1)  Limitation.  The  authority  granted 
by  a  CDF  may  be  used  to  procure  only 
property  and  services  individually  iden¬ 
tified  and  justified  in  the  supporting  RAN 
(Request  for  Authority  to  Negotiate)  or 
approved  APP  (Advance  Prociu-ement 
Plan) .  Authority  to  negotiate  for  supplies 
and/or  services  not  individually  identi¬ 
fied  and  justified  in  the  initial  RAN  or 
APP  must  be  requested  through  submis¬ 
sion  of  a  new  or  supplemental  RAN  or 
revised  APP,  accompanied  by  either: 

(i)  A  proposed  new  individual  or  Class 
Determinations  and  Findings,  or 
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(ii)  A  proposed  memorandum  for  sig¬ 
nature  by  the  Assistant  Secretary  of  the 
NavT  (I&L)  expressly  including  within 
the  authority  of  the  previously  executed 
CDF  the  supplies  or  ser\'ices  covered  by 
the  new  or  supplemental  RAN  or  APP. 

(c)  Delegation  of  Authority  to  Make 
Certain  CDFs.  With  respect  to  Basic 
Ordering  Agreements  (BOAs)  for  the 
overhaul,  repair  or  modification  of  exist¬ 
ing  equipment  under  Exception  ( 10)  ( 10 
U.S.C.  2304(a)  (10)  and  §3.210),  the 
authority  to  make  CDFs  is  delegated 
to  the  Commander,  Naval  Air  Systems 
Command;  and  the  Commander,  Naval 
Sea  Systems  Command,  \vith  power  of 
redelegation  to  a  level  no  lower  than  the 
Director  of  Purchasing,  as  defined  in 
§  1.201-24. 

(I)  Limitations.  This  authority  shall 
be,  in  every  c^e,  subject  to  the  follow¬ 
ing  express  limitations; 

(i)  Such  CDFs  shall  only  support  the 
overhaul,  repair  or  modification  of  equip¬ 
ment  or  weapon  systems  to  be  procured 
on  a  sole  source  basis  through  orders 
placed  under  BOAs; 

(II)  They  shall  be  limited  to  the  over¬ 
haul,  repair  or  modification  of  existing 
equipment  or  systems; 

(iii)  They  shall  exclude  the  perform¬ 
ance  of  any  research  and  development 
effort; 

(iv)  They  shall  exclude  the  procure¬ 
ment  of  any  parts,  components  or  mate¬ 
rials  not  an  integral  part  of  the  work  to 
be  performed; 

(V)  They  shall  specifically  list  the 
Items  or  equipment  upon  which  the  work 
will  be  performed,  together  with  the 
proposed  sources  for  such  work; 

(vi)  They  shall  be  effective  for  a  pe¬ 
riod  of  no  more  than  one  year;  and 

(vii)  They  shall  require  the  person 
placing  any  individual  order  under  the 
BOA  to  certify  in  writing,  at  the  time  of 
placing  such  order,  that:  (A)  it  is  for 
work  specifically  authorized  by  the  CDF, 
and  (B)  the  circumstances  still  justify 
contracting  with  the  proposed  firm  on  a 
sole  source  basis. 

(2)  Format.  The  suggested  format  in¬ 
corporating  the  conditions  listed  in  para¬ 
graph  (c)(1)  of  this  section  is  illustrated 
in  §  737.3-305-59. 

(3)  Preparation  and  Submission.  (1) 
A  RAN  and  the  CDF  shall  be  prepared 
in  the  same  manner  as  they  would  be  for 
submission  to  the  Assistant  Secretary  of 
the  Navy  (I&L) . 

(ii)  Each  such  CDF  shall  be  numbered 
consecutively  by  the  activity. 

(iii)  One  copy  of  each  such  CDF,  to¬ 
gether  with  the  as.sociated  RAN,  shall  be 
forwarded  to  the  Chief  of  Naval  Mate¬ 
rial  (MAT  023)  promptly  after  execution. 

(d)  Reports  of  Procurements  Under 
CDFs.  (1)  Certain  procurements  require 
business  clearance  approval  by  the  Chief 
of  Naval  Material  (see  §  737.1-403-50  for 
business  clearance  requirements) . 

(2)  For  each  procurement  not  requir¬ 
ing  business  clearance  approval  by  the 
Chief  of  Naval  Material,  a  report  after 
execution  shall  be  made.  The  Individual 
Procurement  Action  Report  (DD  Form 
3501  shall  be  prepared  and  a  copy  sub¬ 
mitted  promptly  to  the  Chief  of  Naval 
Material  (MAT  022).  Item  27  of  DD 


Form  350  shall  Indicate  the  following 
information; 

(i)  The  CDF  number,  assigned  by  the 
Chief  of  Naval  Material,  under  the  au¬ 
thority  of  which  the  procurement  was 
negotiated,  except  as  provided  In  (c)  (3) 
(ii)  above; 

(ii)  The  number  of  concerns  initially 
solicited,  additional  number  of  concerns 
submitting  proposals  and  their  respective 
quotations. 

(e)  Content  of  Request  for  Authority 
to  Negotiate  (.RAN)  Under  CDFs.  In  ad¬ 
dition  to  the  information  specified  In 
§  737.3-306-52,  the  following  ^all  be  in¬ 
cluded  in  the  Requests  for  Authority  to 
Negotiate  for  CDFs: 

(i)  Insert  the  word  "Class”  after  the 
particular  exception  cited  as  the  nego¬ 
tiation  authority: 

(ii)  State  the  estimated  (juantity  and 
dollar  value  of  contracts  expected  to  be 
negotiated  imder  the  proposed  CDF;  and 

(iii)  When  the  (DF  covers  a  proposed 
standardization  of  equipment  under  ex¬ 
ception  (13),  include  statemaits  of  ac¬ 
tion  taken  in  conformance  with 
§  737.5-1106-2. 

(iv)  An  activity  submitting  a  proposed 
CDF  shall  specifically  indicate  the  Navy 
procuring  activities,  including  field  ac¬ 
tivities,  and  other  Military  Departments 
which  will  be  assigned  responsibility  for 
any  procurement  under  the  proposed 
CDF. 

(v)  The  RAN  shall  be  numbered  in  the 
manner  prescribed  in  §  737.1-403-53. 

(f)  Distribution  of  RANs  and  CDFs. 

(I)  The  minimum  number  of  copies  of  a 
RAN  and  proposed  CDF  to  be  submitted 
to  the  Chief  of  Naval  Material  (MAT 
023 )  shall  be  as  follows : 

Negotiation  Excep¬ 
tion  2304(a)  Required  Copies 

(12),  (14),  and  (16).  Original  and  three 

(3)  copies  of  the 
RAN  and  proposed 
CDP. 

(II)  and  (13) _  Original  and  four 

(4)  copies  of  the 
RAN  and  proposed 
CDP. 

(2)  After  CDF  has  been  approved,  the 
Cliief  of  Naval  Material  (MAT  023)  will; 

(i)  Assign  to  the  (DF  an  idenification 
number  preceded  by  the  letters  “CDF,” 
except  as  provided  in  paragraph  (c)(3) 
(ii)  of  this  section,  and 

(ii)  Return  the  original  and  one  (1) 
copy  of  the  RAN  and  the  original  and 
one  (1)  copy  of  the  approved  CDF  to  the 
originating  activity.  (Copies  submitted  in 
excess  of  requirements  in  paragraph  (f) 
(1)  above  will  be  returned  to  the  origi¬ 
nating  activity) . 

(3)  Upon  receipt  of  an  approved  CDF, 
the  originating  activity  shall  distribute 
the  following  documents  to  the  other 
Navy  procuring  and  field  activities,  and 
other  Military  Departments  which  will 
be  assigned  responsibility  for  any  pro¬ 
curement  under  the  CDF: 

(i)  A  reproducible  copy  of  the  RAN. 

(ii)  A  reproducible  copy  of  the  CDF. 

(iii)  A  reproducible  copy  of  other  re¬ 
lated  sigificant  documents,  including  cor¬ 
respondence  having  the  effect  of  placing 
limitations  or  conditions  on  the  use  of 
the  CDF. 


(g)  Citation  of  an  Approved  CDF. 
Whenever  It  is  necessary  to  cite  an  ap¬ 
proved  CDP,  both  the  symbol,  e.g., 
NAVORD-10210  and  the  number,  e.g., 
CDF  57-1  assigned  by  the  Chief  of  Naval 
Material  (MAT  023) ,  shall  be  used. 

(h)  Period  of  Effectiveness.  The  time 
period  for  which  a  CDF  is  to  be  effective 
shall  not  exceed  one  year  unless  evidence 
is  presented  indicating  the  need  for  a 
longer  period.  For  example,  (1)  CDFs 
covering  a  standardized  item  should 
cover  the  period  for  which  the  require¬ 
ments  are  known  or  have  been  calcu¬ 
lated;  (2)  in  research  and  development 
programs,  anticipated  progress  should 
govern  the  length  of  the  period  of  effec¬ 
tiveness.  The  period  for  programs  sub¬ 
ject  to  foreseeable  change  or  for  multiple 
contracts  under  an  outstanding  require¬ 
ment  shotdd  be  limited  to  the  period 
necessary  to  accomplish  the  stated  pur¬ 
pose  of  the  CDF. 

(i)  Extensions  of  D&Fs.  The  continu¬ 
ation  of  a  CDP  beyond  its  effective  date 
requires  a  ntvt  RAN  (Request  for  Au¬ 
thority  to  Negotiate)  setting  forth  the 
basic  need,  the  actions  accomplished  un¬ 
der  r>recedlng  authorized  period,  a  fore¬ 
cast  of  the  expected  activity  \mder  the 
CDF,  and  a  new  effective  period. 

(j)  Reviews.  The  Contracting  Officer 
should  periodically  review  the  continued 
necessity  for  use  of  a  (DF  particularly  in 
those  instances  where  the  effective  pe¬ 
riod  extends  one  year. 

§  737.3—306—54  Additional  Pro<*edure 
H'ith  Respect  to  Determinations  and 
Findings  nn<ler  the  .Standardization 
Program  (§  3.213). 

(a)  Sections  5.1106-2(b)  and  737.5- 
1106-2  set  forth  requirements  for  deter¬ 
minations  and  findings  under  §  3.213  in 
coordinated  procurement. 

(b)  Within  the  Department  of  the 
Navy,  where  procurement  involving 
standardization  of  technical  equipment 
is  required  by  one  activity  (Requiring 
Activity)  but  is  to  be  effected  by  another 
activity  (Procuring  Activity)  the  Requir¬ 
ing  Activity  shall  ( 1 )  prepare  and  obtain 
execution  of  the  required  D&F  (unless 
a  D&F  applicable  to  the  program  involved 
has  already  been  executed),  (2)  include 
a  statement  in  the  requisition  that  the 
applicable  D&F  has  been  executed,  and 

(3)  attach  to  the  requisition  two  copies 
of  the  applicable  D&F.  The  Requiring 
Activity  shall  preserve  the  original  D&F 
and  copies  of  all  supporting  documents, 
in  accordance  with  §  3.308.  One  of  the 
copies  of  the  D&F  shall  be  used  by  the 
Procuring  Activity  to  complete  Its  con¬ 
tract  files  and,  in  accordance  with  §  3.307, 
the  other  shall  be  sent  to  the  (General 
Accoimting  Office  with  the  copy  of  the 
contract  negotiated  and  executed  there¬ 
under.  The  Procuring  Activity  shall  in¬ 
form  the  Requiring  Activity  of  any 
adverse  circumstances  affecting  the  pro¬ 
posed  procurement. 

§  737.3-306-55  DcM-ummlaliim  of  Filr* 
for  Negotiation  Under  E\CEI*TION 
(10). 

(See  §  3.210.)  In  connection  with 
D&F’s  citing  EXCEPTION  (10)  as  a  jus¬ 
tification  for  negotiation,  where  the  lack 
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of  inadequacy  of  technical  data  repre¬ 
sents  a  major  or  contributing  reason  pre¬ 
cluding  competition,  the  official  contract 
file  shall  contain  the  same  supporting 
documentation  as  required  for  RAN's  un¬ 
der  §  737.3-30&-52(b)(4).  In  all  other 
cases  where  EXCE3*TION  (10)  is  cited 
and  where  competitive  procurement  is 
precluded  or  limited  by  reasons  other 
than  the  lack  or  Inadequacy  of  technical 
data,  the  official  contract  file  should  set 
forth  the  action  being  taken  to  develop 
or  increase  competition  on  future  pro¬ 
curement  of  the  items  or  services  con¬ 
cerned.  or  fully  explain  why  action  to¬ 
ward  that  objective  would  be  unavailing 
and  is  therefore  not  being  taken.  This  is 
aimed  at  requiring  concrete  plans  and 
evidence  of  progress  toward  removing 
obstacles  to  competition.  Business  clear¬ 
ance  memoranda  submitted  to  the  Chief 
of  Naval  Material  pursuant  to  5  737.1- 
403-51  shall  be  accompanied  by  or  in¬ 
clude  therein  this  required  information. 

§  737.3-400  Types  of  Contracts 
§  737.3—408  Letter  Contracts. 

(a)  Authortty  to  contract.  Where,  in 
accordance  with  S  3.408,  it  has  been  de¬ 
termined  that  a  letter  contract  is  a 
proper  contractual  instnunent,  authority 
to  contract  shall  be  obtained  from  the 
Chief  of  Naval  Material  (MAT  022)  in 
accordance  with  5  737.1-403-51  (b)  (2)  a 
(il)  prior  to  issuance  of  modification  of 
the  letter  contract,  as  applicable. 

(b)  Reporting  Letter  Contract  Status. 
(DA  quarterly  Letter  Contract  Report 
shall  be  submitted  to  the  Chief  of  Naval 
Material  (MAT  0214)  not  later  than  the 
10th  working  day  after  the  end  of  the 
quarter.  The  Commander,  Naval  Supply 
Systems  Command  will  report  on  the 
Navy  Inventory  Control  Points  and  the 
other  NAVSUP  procuring  activities.  The 
report  consists  of  three  parts: 

(1)  Part  1,  NAVMAT  Form  4330/2 
(Rev.  5-66) ,  is  the  basic  report  listing  all 
outstanding  letter  contracts  and  those 
that  have  been  definitlzed  during  the  re¬ 
porting  quarter.  Preparation  requires 
that  appropriate  information  be  shown 
In  columns  1  through  10  for  each  letter 
contract.  Data  appearing  in  columns  1, 
2,  3  and  6  shall  remain  the  same  for  the 
life  of  the  letter  contract;  information  in 
columns  4,  5,  7,  8  and  9  shall  be  updated, 
when  appropriate.  Column  10  shall  not 
be  filled  until  the  definitive  contract  has 
been  signed  by  both  parties.  Once  the 
definltlzation  date  has  been  entered  in 
column  10,  the  item  shall  no  longer  be 
reported.  Letter  contracts  that  have  been 
definitlzed  during  the  quarter  should  ap¬ 
pear  last  on  the  report.  NAVMAT  P\)rm 
4330/2  need  be  submitted  in  original  only, 
(il)  Part  2,  NAVMAT  Form  4330/3 
(9-68) ,  serves  the  dual  purpose  of  report¬ 
ing  current  status  of  definltlzation 
letter  contracts  aged  6  months  or  more 
and  stating  what  has  transpired  in  the 
past  affecting  definltlzation  progress.  In 
the  space  entitled  “Detailed  Reasons 
Why  (Contract  Has  Not  Been  Definitlzed,” 
the  explanation  should  be  given  in 
chronological  form  so  that  there  is  a 
clear  outline  of  sequential  actions.  In  the 
space  entitled  “Present  Status."  a  one- 


line  statement  of  status  as  of  the  end  of 
the  reporting  quarter  will  be  sufficient. 
NAVMAT  Form  4330/3  need  be  sub¬ 
mitted  in  original  only. 

(lii)  Part  3,  NAVMAT  Form  4330/27 
(2-70) .  is  a  one-time  report  that  shall  be 
submitted  on  each  newly  awarded  letter 
contract  the  first  time  the  award  is  listed 
on  NAVMAT  Form  4330/2.  The  report  Is 
required  in  an  original  only,  except  where 
clearance  must  be  obtained  fr(»n  the 
CThief  of  Naval  Material  (MAT  022).  In 
such  Instances,  the  original  of  NAVMAT 
Form  4330/27  shall  be  furnished  MAT 
022  and  a  copy  shall  be  included  in  the 
quarterly  report  to  MAT  0214.  The  nego¬ 
tiation  authority  for  the  letter  contract 
shall  be  Indicated  in  parenthesis  in  Part 
n  of  this  Form  near  the  righthand 
margin  on  the  line  provided  for  the 
Letter  (Contract  Number. 

(2)  NAVMAT  Forms  4330/2  (Rev. 
5-66),  4330/3  (9-68)  and  4330/27  (2-70) 
are  available  through  the  Navy  Supply 
System  as  “Cog  I"  items. 

(3)  R^x>rt  Control  Symbol  (DD-I&L 
(Q)679)  amfiles. 

(c)  Designation  of  Paying  Activity. 
Letter  contracts  shall  name  the  paying 
activity  to  be  designated  in  the  definitive 
contract  as  the  paying  office  for  the  letter 
contract.  A  copy  of  the  letter  contract 
shall  be  furnished  promptiy  to  the  pay¬ 
ing  office  named  therein. 

§  737.3—409  Indefinite  Delivery  Type 
Contracts. 

See  S  737.1-350-1. 

§  737.3—410  Other  Types  of  Agreements. 

§  737.3—410—2  Basic  Ordering  Agree¬ 
ment. 

(a)  Limitations.  In  regard  to  basic  or¬ 
dering  agreements  described  in  §  3.410-2, 
compliance  with  S  3.410-2 (c)  (3)  requires 
a  formal  determination  and  finding 
(D4iP),  pursuant  to  Part  3,  Subpart  C, 
in  support  of  each  individual  order  issued 
under  such  agreements,  except  where  the 
negotiation  of  such  an  order  is  author¬ 
ized  by  a  class  determination  and  find¬ 
ings  (CDF).  Where  the  authority  of  a 
CDF  is  exercised  under  a  basic  ordering 
agreement,  the  requirements  of  §  3.410-2 
(c)(1),  which  do  not  require  a  formal 
determination  and  finding,  may  be  satis¬ 
fied  if  the  person  authorized  to  issue  the 
order  certifies  in  writing,  at  the  time  of 
its  placement,  that  the  circumstances 
imder  which  the  order  is  being  placed  are 
covered  by  the  CDF  and  that  it  is  im¬ 
practicable  to  obtain  competition  for  the 
supplies  or  services  being  procmed  imdCT 
the  order  by  either  formal  advertising 
or  negotiation,  and  places  such  certifi¬ 
cation  in  the  contract  file  either  as  part 
of  the  individual  order  or  separately. 

(b)  Standardization  of  Time  Frames 
for  Definitization  of  Unpriced  Orders  Is~ 
sued  Under  BOAs.  The  Basic  Ordering 
Agreement  shall  provide  a  time  frame  for 
the  furnishing  of  contractor  price  quota¬ 
tions  for  unpriced  orders  Issued.  The 
period  should  be  as  short  as  practicable, 
usually  30  days,  and  normally  should  not 
exceed  60  days  from  receipt  of  the  order. 
When  the  Contracting  Officer,  upon 
notification  by  the  contractor  that  pric¬ 
ing  cannot  be  established  within  the 
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specified  period,  determines  that  a  longer 
period  is  necessary,  he  shall  document 
the  contract  file  indicating  the  basis  for 
the  determination. 

§  737.3—500  Solicitatioiu  of  Proposals 
and  Quotations. 

§  737.3—507  Treatment  of  Procurement 
Information. 

§  737.3—507—50  Safekeeping  of  Pro¬ 
posals  and  Quotations. 

In  all  competitive  negotiated  procure¬ 
ment  estimated  to  be  in  excess  of  $2,500. 
there  shall  be  provided  a  central  locked 
storage  where  pnnxysals  (m:  quotations) 
shall  be  held  unopened  (except  fcur  the 
piurpose  of  identification)  until  after  the 
established  date  for  their  receipt. 

§  737.3—700  Negotiated  Overheated 
Rates. 

§  737.3—705  Procedure. 

(a)  Contracting  officers  must  obtain 
the  prior  written  approval  of  ttie  Head. 
Coordinated  Negotiatlcm  Staff  (MAT 
02D) ,  Headquarters  Naval  Material 
Command  before — 

(1)  Including  special  provisions  for  the 
treatment  of  designated  items  of  costs  in 
cost  reimbursement  type  contracts  fm: 
which  overhead  rates  are  negotiated. 

(2)  Excluding  a  cost  reimbursemerrt 
type  contract  from  the  operation  of  a 
Navy-wide  agreement  for  reimbursement 
of  allowable  costs  and 

(3)  Entering  into  advance  under¬ 
standing  of  particular  items  of  costs  as 
authorized  by  S  15.107. 

Such  approval  is  not  required  for  pro¬ 
visions  making  anticipatory  costs  allow¬ 
able  or  to  provisions  for  cost  sharing  by 
the  contractor.  It  is  recognized  that  spe¬ 
cial  cost  provisions  may  be  desirable 
from  time  to  time  in  connection  with  in¬ 
dividual  contracts.  Accordingly,  con¬ 
tracting  officers  should  feel  free  to 
request  approvals  required  by  this 
paragraph. 

(b)  Where  only  one  Navy  procuring 
activity  has  cost-reimbursement  type 
contracts  with  a  particular  contractor  in¬ 
volving  negotiated  overhead  rates,  the 
rates  shall  be  negotiated  by  that  activity. 
If  more  than  one  Navy  procuring  activity 
is  involved,  or  if  either  the  Army  or  the 
Air  Eorce  is  involved  along  with  one  or 
more  Navy  procirring  activities,  the  Co¬ 
ordinated  Negotiation  Staff  (MAT  02D) 
shall  be  responsible  for  conducting  the 
negotiation  of  overhead  rates,  except 
where  the  negotiation  is  sponsored  by  an¬ 
other  Department  in  accordance  with 
§3.706.  See  §  737.1-405-51  (a)  for  con¬ 
tracting  authority  of  the  Head,  Co¬ 
ordinated  Negotiation  Staff.  The  Head, 
Coordinated  Negotiation  Staff  (MAT 
02D),  when  responsible  for  conducting 
the  negotiations,  shall  arrange  a  negotia¬ 
tion  conference  to  which  shall  be  invited 
representatives  of  the  contractor  and  the 
procuring  activities  concerned.  If  more 
than  one  Department  or  more  than  one 
Navy  procuring  activity  is  involved,  the 
audit  report  will  be  submitted  to  tlie 
Head,  Coordinated  Negotiation  Staff 
(MAT  02D) ,  with  copies  to  the  procuring 
activity  concerned.  The  audit  report  may 
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be  supplemented,  within  the  Navy,  by 
information  from  the  files  of  the  Head¬ 
quarters  Naval  Material  Command  and 
the  cognizant  contracting  offices,  plus 
any  information  available  from  individ¬ 
ual  negotiators  currently  dealing  with 
the  contractor  and  any  additional  infor¬ 
mation  the  contractor  may  wish  or  be  re¬ 
quested  to  furnish.  On  the  basis  of  the 
audit  report  and  all  additional  informa¬ 
tion,  the  negotiation  of  rates  shall  be  ac¬ 
complished  as  set  forth  in  §  3.705  and 
this  paragraph  (b) . 

(c)  Where  contracts  are  completed  and 
Tri-Service  overhead  rates  have  not  been 
finalized  covering  that  period (s),  the 
final  rates  affecting  sueh  contracts  may 
be  negotiated  by  the  ACO  subject  to  the 
following: 

(1)  Physically  completed  as  to  per¬ 
formance  and  all  other  administrative 
and  technical  requirements  other  than 
financial:  namely,  overhead: 

(2)  The  allocable  overhead  dollars  are 
considered  to  be  not  substantial; 

(3)  Consultation  and  advice  of  the 
DCAA  auditor  who  would  then  be  made 
aware  of  the  base(s)  for  settlement; 

(4)  Applicable  period  contract  costs 
be  Included  in  the  base  for  determining 
final  overhead  rates. 

§  737.3—750  Method  of  Interim  Pay¬ 
ment. 

Paragraph  (e)  of  the  Negotiated  Over¬ 
head  Rates  clau.se  (§  3.704)  authorizes 
two  alternative  methods  of  Interim  pay¬ 
ments  pending  negotiation  of  final  rates: 
(a)  negotiated  provisional  rates  set  forth 
in  the  contract  Schedule,  or  (b)  billing 
rates  acceptable  to  the  contracting  of¬ 
ficer  or  his  authorized  representative. 
In  the  case  of  contracts  with  com¬ 
mercial  concerns  the  billing  rate  method 
is  preferred  where  only  Navy  contracts 
are  involved.  Under  this  method,  in¬ 
terim  payments  will  be  made  at  billing 
rates  acceptable  to  the  Defense  Con¬ 
tract  Audit  Agency  but  the  billing  rates 
will  not  be  incorporated  in  an  amend¬ 
ment  to  the  contract.  This  procedure 
is  more  easily  administered,  provides 
greater  flexibility  for  prompt  adjust¬ 
ment  to  meet  changed  circumstances 
during  the  rate  period,  and  eliminates 
the  necessity  of  negotiation  by  procure¬ 
ment  personnel.  Where  the  billing  rate 
method  is  adopted  for  Navy  contracts,  the 
contracts  shall  provide  that  interim  pay¬ 
ments  for  overhead  will  be  made  at  billing 
rates  acceptable  to  the  Defense  Contract 
Audit  Agency  and  that,  in  the  event  of 
failure  to  agree  on  the  specific  billing 
rates  to  be  used  in  any  given  period,  the 
contracting  officer  and  the  contractor 
shall  negotiate  provisional  rates  for  in¬ 
corporation  into  the  contract.  Where 
contractors  have  contracts  with  more 
than  one  Department,  the  method  of 
Interim  payment  shall  be  determined  by 
mutual  agreement  between  the  contrac¬ 
tor  and  the  Departments  Involved  and 
shall  be  incorporated  in  the  negotiation 
report  or  summary, 

§  737.3—800  Price  Negotiation  Policies 
and  Techniques. 
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§  737.3—803  Type  of  Contract. 

(a)  When  it  is  proposed  to  use  other 
than  a  firm  fixed -price  tsrpe  of  contract, 
and  the  contract  is  subject  to  business 
clearance  by  the  Chief  of  Naval  Material, 
the  Cognizant  Auditor  shall  be  requested 
by  the  contracting  officer  to  furnish  ad¬ 
vice  as  to  whether  the  proposed  contrac¬ 
tor  has  an  accounting  syst^  which  lends 
itself  to  the  satisfactory  administration 
of  the  particular  type  of  contract  or  pric¬ 
ing  provisions  proposed.  If  placement  of 
the  contract  is  imperative  due  to  a  valid 
urgency,  the  request  to  the  Cognizant 
Auditor  and  the  Auditor’s  reply  may  be 
made  orally. 

(b)  The  Business  Clearance  Memoran¬ 

dum  submitted  to  the  Chief  of  Naval 
Material  (MAT022)  shall  make  reference 
to  the  advice  received  from  the  Auditor 
concerning  the  proposed  contractor’s  ac¬ 
counting  system.  Omission  from  the  Busi¬ 
ness  Clearance  of  reference  to  such  ad¬ 
vice  and  action  thereon  will  result  in 
automatic  return  of  the  Business  Clear¬ 
ance  without  action.  * 

§  737.3—807  Pri«'ing  Techniques. 

§  737.3-807-3  Cost  or  Pricing  IXata. 

(a)  Waiver  af  Requirement  Under  10 
V.S.C.  2306if)  (P.L.  87-553).  (1)  Pur¬ 
suant  to  the  authority  of  10  U.S.C.  2300 
(f) ,  the  requirement  of  §  3.807-3 (a)  with 
respect  to  the  submission  of  cost  and 
pricing  data  and  the  certification  thereto 
Is  waived  for  prime  contracts  to  the 
Western  Electric  Company  for  materials, 
supplies  and  services  which  are  standard 
Bell  System  items. 

(2)  The  requirement  for  certification 
of  co.st  or  pricing  data  for  cost-reim¬ 
bursement-no-fee  contracts  to  nonprofit 
educational  and  other  nonprofit  institu¬ 
tions  is  also  waived,  except  that,  this 
waiver  does  not  exempt  subcontractor 
certificate  requirements.  Contracting 
Officers  will  require,  by  appropriate  con¬ 
tractual  provision,  subcontractor  com¬ 
pliance  with  certificate  requirements. 
Furthermore,  this  waiver  applies  only 
to  the  certification  and  does  not  waive 
the  requirements  for  submission  of  cost 
or  pricing  data  under  cost-reimburse¬ 
ment-no-fee  contracts.. 

(b)  Effective  Date.  The  authorization 
granted  in  (a)  above  remains  in  effect 
until  30  June  1976. 

§  737..3— 807— 5  Review  and  Evaluation 
of  Subeontraelor’s  Proposals  by  Field 
C^mtraet  Admini^trulion  OiIice!«. 

(a)  In  those  Instances  set  forth  in 
S  3.801-5(b)  (12)  and  §  3.807-3(e)  (3),  (4) 
or  (5)  wherein  Government  assistance  is 
deemed  necessary  to  review  subcontrac¬ 
tor’s  cost  estimates  at  the  subcontractor’s 
plant,  the  request  to  the  field  contract 
administration  officer  shall  be  accom¬ 
panied  by  a  copy  of  the  review  package 
accomplished  by  the  prime  contractor  or 
higher-tier  subcontractor.  Including:  (1) 
the  subcontractor’s  proposal;  (2)  DD 
Form  633,  if  used;  (3)  other  related  cost 
and  pricing  data  provided  by  the  subcem- 
tractor;  and  (4)  the  results  of  the  prime 
contractor’s  or  higher-tier  subcontrac¬ 


tor’s  cost/price  analysis.  In  Instances 
described  in  S  3.807-3(e)  (3)  where  the 
above-described  data  is  not  available, 
such  data  as  is  available  (in-house  esti¬ 
mates.  price  analysis,  etc.)  Khali  be 
provided. 

(b)  DSA,  DCAS  Headquarters,  Execu¬ 
tive  Directorate,  Contract  Administra¬ 
tion,  Cameron  Station,  Alexandria.  Vir¬ 
ginia  22314  should  be  notified  when  re¬ 
view  and  evaluation  of  subcontractors’ 
proposals 

(1)  will  require  extensive  DCAS  assist¬ 
ance  in  connection  with  the  acquisition 
of  a  major  new  weapon  system,  or 

(2)  required  special  or  exp^ited  ac¬ 
tion  by  a  DCAS  office  and  such  action  is 
being,  or  has  been,  delayed  excessively. 

§  737.3—807—6  Refusal  to  Provide  Cost 
or  Pricing  Data. 

When  imder  §  3.801-2(c)  or  §  3.807-6 
the  contracting  officer  is  required  to  refer 
the  prospective  procurement  to  higher 
echelons,  he  will  refer  it  to  the  head  of 
the  procuring  activity  concerned.  If  the 
problem  cannot  be  resolved  at  that  level, 
the  head  of  the  procuring  activity  will 
refer  the  matter  with  his  comments  and 
recommendations  to  the  Chief  of  Naval 
Material  (MAT  021).  Referral  will  be 
made  as  expeditiously  as  possible  inas¬ 
much  as  award  of  the  procurement  shall 
be  svKpended  until  the  matter  is  resolved. 
’This  procedure  shall  also  be  followed  in 
cases  in  which  a  prime  contractor  is  ob¬ 
ligated  to  furnish  cost  data  relating  to 
negotiated  purchases  from  a  subcontrac¬ 
tor,  and  the  subcontractor  refuses  to  give 
access  to  cost  data  sufficient  to  permit 
price  negotiations. 

§  737.3—807—10  Subcontracting  Consid¬ 
erations  in  Cost  Analysis. 

(a)  Requests  for  Provosals  To  Require 
Information  on  Purchased  Materials.  (1) 
For  puiTJOses  of  this  directive,  “pur¬ 
chased  materials’’  means  raw  materials, 
purchased  parts,  components,  or  end 
item(s)  to  be  delivered  under  a  contract, 
which  are  not  fabricated  or  produced  by 
the  contractor. 

(2)  ’The  need  for  requiring  timely  sub¬ 
mission  by  potential  and  existing  con¬ 
tractors  or  information  required  by  nego¬ 
tiators  or  other  procurement  personnel 
to  evaluate  properly  the  purchased  ma¬ 
terials  portion  of  price  quotations  is  em¬ 
phasized.  This  information  is  necessary 
particularly  when  competition  is  lack¬ 
ing  or  is  inadequate  to  control  the  prices 
initially  proposed.  The  prime  categories 
requiring  treatment  are:  (i)  new  pro¬ 
curements  in  cases  involving  a  sole  source 
or  where  comi)etition  is  limited,  (ii)  re¬ 
pricing  of  redeterminable  and  incentive 
contracts,  and  (ill)  equitable  adjustments 
imder  the  Changes  clause  and  othea 
clauses  having  similar  provisions  for  such 
adjustments. 

(3)  Whenever  it  is  considered  desirable 
to  make  use  of  cost  analysis  in  accord¬ 
ance  with  3.807-2(c)  and  the  circum¬ 
stances  set  forth  in  subparagraph  (2) 
above  apply,  requests  for  proposals  and 
requests  for  quotations  shsdl  also  require 
the  offeror  to  include  the  following  IB- 
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formation  In  its  proposal  or  quotation 
with  respect  to  major  purchased  mate¬ 
rials,  giving  due  consideration  to  both 
the  relative  Importance  of  the  item  and 
the  dollar  amount  Involved: 

(i)  Principal  materials  or  components 
to  be  purchased  by  the  olferor; 

(ii)  Proposed  or  established  sources, 
including  size  classification  (large  or 
small  business)  of  each  source; 

(iii)  Proposed  method  of  purchase 
(whether  competitive  or  other  than  com¬ 
petitive)  and  reasons  therefor; 

(Iv)  Basis, for  award;  i.e.,  low  bidder  or 
delivery,  etc.; 

(V)  Copies  of  suppliers’  cost  break¬ 
downs  and  any  price  analysis  made  by 
the  contractor  if  noncompetitive; 

(vi)  Type  ol  pricing  arrangement; 

(vii)  Comparison  with  invoice  prices  of 
prior  procurements,  if  any; 

(viii)  Organizational  relationship,  if 
any,  of  proposed  supplier  to  offeror;  and 
(ix)  In  the  circumstance  of  foUow-on 
orders,  an  explanation  of  any  changes  in 
“make-or-buy”  decisions  substantially 
affecting  the  proposed  price  or  creating 
diversification  for  the  contractor  at  the 
expense  of  the  Government. 

The  foregoing  information  shall  also 
be  requested  from  contractors  in  connec¬ 
tion  with  the  information  to  be  furnished 
In  support  of  repricing  actions  and  equi¬ 
table  adjustments.  In  addition,  in  the 
case  of  services  required  under  a  contract 
or  proposed  contract,  which  are  not  to  be 
performed  directly  by  the  contractor  or 
the  offeror,  as  the  case  may  be,  the  fore¬ 
going  information  shall  also  be  required 
to  the  extent  applicable.  All  of  the  infor¬ 
mation  required  above  must  be  developed 
and  consolidated  by  the  offeror  or  con¬ 
tractor  in  preparing  its  proposal  or  quo¬ 
tation,  or  the  material  needed  to  support 
a  repricing  action,  or  a  request  for  an 
equitable  adjustment;  accordingly,  the 
furnishing  of  this  information  to  the 
Government  on  a  timely  basis  will  add  no 
substantial  burden  to  the  offeror  or  con¬ 
tractor  concerned. 

(4)  Upon  receipt  of  the  above  infor¬ 
mation,  negotiators  shall  proceed  with 
evaluations  in  accordance  with  prin¬ 
ciples  set  forth  in  §  3.807-10.  A  brief  de¬ 
scription  of  the  method  of  evaluation 
utilized  and  sufficient  examples  to  sup¬ 
port  the  conclusions  reached  are  a  re¬ 
quired  part  of  business  clearances.  (See 
§  737.1-403-51  (c>). 

§  737.3— 807— S.3  .SubHUmtiutiun  of  Ob¬ 
stacles  or  Itesiclual  Inventory  Charges 
in  Pricing  and  Repricing  Action.n. 

Whenever  a  contractor  ^submits  cost 
data  on  DD  Form  1107  (Change  Order 
Price  Analysis)  or  DD  Form  784  (Cost 
Analysis  for  Contract  Price  Redetermi¬ 
nation)  ,  or  by  any  alternate  method,  in 
connection  with  pricing  of  change  orders 
or  repricing  of  contracts,  charges  in¬ 
cluded  therein  for  obsolete  or  excess  re¬ 
sidual  inventory  shall  be  substantiated 
by  the  submission  of  appropriate  sched¬ 
ules  listing  the  inventory  involved.  If 
title  to  such  inventory  vests  in  the  Gov¬ 
ernment,  the  inventory  shal  be  treated 
in  accordance  with  regulations  estab¬ 
lished  for  contractor  Inventory. 


RULES  AND  REGULATIONS 

§  737.3—807—55  Equitable  Pricse  Reduc¬ 
tions  for  Failure  To  Meet  Contract 
Requirements. 

Action  shall  be  taken  to  negotiate 
an  equitable  price  reduction  pursuant 
to  a  guarantee  clause,  warranty  pro¬ 
vision,  or  failure  to  meet  contract  spec¬ 
ifications,  as  soon  as  possible  after  the 
nature  and  extent  of  the  deficiency 
has  been  determined,  and  any  partially 
corrective  action  authorized  by  the  Con¬ 
tracting  Officer  has  been  completed. 
Delay  in  negotiation  of  such  reductions 
to  permit  concurrent  final  pricing  of  the 
particular  contract  or  other  related  con¬ 
tracts  shall  not  be  allowed  generally 
since  such  delay,  in  most  instances, 
serves  no  useful  purpose.  Any  significant 
delay  in  negotiation  results  in  loss  of  ap¬ 
preciation  of  the  importance  of  the  de¬ 
fect  by  both  parties,  particularly  after 
cognizant  personnel  leave,  or  are  as¬ 
signed  to  other  work. 

§  737.3—807—56  Consideration  of  In- 
eome  Tax  Payments  in  Defective 
Pricing  Adjustments. 

Contractor  income  tax  payments  shall 
not  be  considered  nor  included  in  pricing 
adjustments  imder  the  §  7.104-29  “Price 
Reduction  for  Defective  Cost  or  Pricing 
Data”  clauses.  When  the  question  arises, 
contractors  should  be  advised  to  obtain 
such  tax  adjustment  through  the 
amended  income  tax  return  procedure. 

§  737.3-811  Record  of  Price  Negotia¬ 
tion. 

The  memorandum  required  by  §  3.811, 
generally,  will  be  signed  only  on  behalf 
of  the  Government.  However,  whenever 
it  is  desirable  to  have  such  memorandum 
verified  by  the  initials  of  signature  of  the 
prospective  contractor’s  negotiator,  the 
following  statement  shall  be  included 
therein: 

This  memorandum  is  a  summary  of  nego¬ 
tiations  only  and  does  not  constitute  a  con¬ 
tractual  obligation.  Nothing  set  forth  herein 
Is  binding  on  either  the  Government  or 


§  737.3—1000  Contractor's  Weigbtctl 
Average  Share  in  Cost  Risk  (CWA.S) 

§  737.3—1000—1  Scope  of  Part. 

This  part  sets  forth,  for  the  Adminis¬ 
trative  Contracting  Officer  (ACO) ,  uni¬ 
form  procedures  relating  to  the  admin¬ 
istration  of  the  eWAS  Program. 

§  737.3—1004  Application  of  CWAS. 

(a)  Within  the  Navy,  the  term  “Head 
of  a  Procuring  Activity”  as  used  in 
§  3.1004(d)  means  the  parent  organiza¬ 
tion  of  the  ACO.  Upon  receipt  of  the 
determination  required  by  §  3.1004(b) 
which  renders  a  withdrawal  effective,  the 
ACO  shall  notify  the  Defense  Supply 
Agency  as  set  forth  in  §  3.1008. 

§  737.3—1005  Procedures  for  Determin¬ 
ing  a  Contractor's  Weighted  Average 
Share  in  Cost  Risk. 

For  purposes  of  determining  a  CWAS 
rating,  the  treatment  to  be  accorded 
basic  ordering  agreements,  foreign  profit 
centers  and  intracompany  transactions 
is  as  follows: 


•  Insert  name  of  the  other  party  to  the 
negotiations. 
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(a)  Basic  Ordering  Agreement.  Where 
prices  are  not  established  prior  to  au¬ 
thorizing  the  Contractor  to  begin  work, 
all  costs  incurred  prior  to  the  establish¬ 
ment  of  firm  prices  shall  be  assigned  a 
zero  factor  as  representing  his  share  in 
cost  risk.  Costs  incurred  after  establish¬ 
ment  of  a  firm  pricing  agreement  shall 
be  assigned  the  factor  applicable  to  the 
definite  contract  awarded.  The  date  of 
agreement  may  be  considered  as  the  end 
of  the  month  immediately  prior  to  the 
date  of  the  agreement. 

(b)  Foreign  Profit  Centers.  A  foreign 
profit  center  should  be  treated  the  same 
as  a  domestic  profit  center.  If  a  profit 
center,  foreign  or  domestic,  receives 
benefits  from  higher  management  level 
and  is  assessed  with  a  fair  allocation  of 
costs  from  such  levels— even  though 
minimal  in  amount — the  profit  center 
should  be  included  in  the  computation 
of  the  CWAS  ratings, 

(c)  Intracompany  Transactions.  The 
transferring  and  the  receiving  profit 
centers,  may  include  the  costs  of  intra¬ 
company  transactions  provided  that 
such  costs  are  included  in  each  of  the 
profit  center  bases  used  for  allocation  of 
indirect  costs.  However,  for  intermedi¬ 
ate  management  organizations  and  the 
corporate  office,  the  costs  of  intracom¬ 
pany  transactions  should  be  eliminated 
from  the  receiving  profit  centers  and  in¬ 
cluded  in  the  transferring  profit  centers. 

§  737.3— 1086  Reporting  Procedure. 

Six  copies  of  each  contractor’s  letter  of 
application  for  qualification  imder  the 
CWAS  program  shall  be  sent  air  mail  to 
Headquarters  Naval  Material  Command 
(MAT  024)  within  one  working  day  after 
receipt  by  the  ACO.  (Headquarters  Naval 
Material  Command  will  then  transmit 
copies  to  each  military  department  and 
other  government  agencies  concerned  f  or 
action,  as  may  be  appropriate,  in  accord¬ 
ance  with  §  3.1008) .  See  §  737.3-1007, 

§  737.3-1008(b),  §  737.3-1051  for  addi¬ 
tional  reporting  requirements, 

§  737.3—1007  Determination  and  Verifi¬ 
cation. 

The  ACO  shall  allow  at  least  45  cal¬ 
endar  days,  but  not  more  than  60  days, 
from  the  date  of  the  contractor’s  appli¬ 
cation  before  giving  CWAS  approval. 
Disapproval  may  be  given  any  time 
within  the  60  days.  In  unusual  circum¬ 
stances,  if  an  extension  beyond  60  days 
is  necessary,  the  ACO  shali  advise  the 
contractor  in  writing  specifying  a  revised 
deadline  date.  Suggested  approval  and 
disapproval  letters  are  set  forth  below. 
’The  letter  shall  not  reflect  the  CWAS 
rating  achieved.  A  copy  of  all  letters  of 
CWAS  disapprovals,  with  accompanjing 
reasons  therefor,  shall  be  provided  Head¬ 
quarters  Naval  Material  Command. 

(a)  Approval  Letter. 

1.  Your  CWAS  proposal  of  _ 

submitted  computations  applicable  to  the 
profit  center (s)  Identified  for  determining 
your  Contractor  Weighted  Average  Share  in 
Cost  Risk  for  your  fiscal  year  ending _ 


2.  Your  CWAS  rating  is  approved  for  de¬ 
termination  of  the  reasonableness  criteria^ 
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for  settlement  of  Indirect  costs  generated 
within _ during  your  fiscal  year 


3.  To  maintain  your  CWAS  approval,  a 
yearly  report  reflecting  “contract  mix”  com¬ 
putations  shall  be  submitted  to  this  ofiBce. 

The  report  Is  due  not  later  than  105  days 
alter  the  close  of  your  fiscal  year. 

(This  paragraph  is  to  be  added  if  applica¬ 
ble). 

4.  Profit  center (s)  _  (was) 

(were)  found  to  have  a  percentage  rating 
which  does  not  meet  the  requirements  for 
participation  in  the  CWAS  program.  You  are 
encouraged  to  resubmit  within  105  days  after 
the  close  of  your  fiscal  year. 

Administrative  Contracting  Officer 
cc: 

Cognizant  DCAA  Auditor 
ib)  Disapproval  Letter. 

1.  Your  CWAS  proposal  of _ ap¬ 

plicable  to  costs  for  your  fiscal  year  ending 
_ has  been  given  a  thorough  re¬ 
view  and  analysis.  Consideration  has  been 
given  to  the  criteria  set  forth  in  ASPR  3-1000 
for  qualification  and  participation  in  the 
program. 

2.  While  approval  cannot  be  tendered  at 
this  time,  you  are  encouraged  to  resubmit  at 
the  end  of  your  current  fiscal  year.  Let  me 
remind  you  that  your  re-submission  must  be 
received  within  105  days  after  the  close  of 
your  fiscal  year. 

Administrative  Contracting  Officer. 
cc: 

Cognizant  DCAA  Auditor 
NAVMAT 

§  737.3—1008  Maintenance  of  Records. 

(a)  All  CWAS  proposals  and  related 
files  shall  be  retained  for  a  period  of  six 
years  from  date  of  submission. 

(b)  The  ACO,  within  one  working  day 
from  the  date  of  a  CWAS  approval  or 
withdrawal,  shall  advise  Deputy  Director 
(DCAS),  Defense  Supply  Ajgency  (Attn: 
DCAS-ACC)  of  such  approval  or  with¬ 
drawal  by  appropriate  completion  of  the 
following  format.  An  original  and  one 
copy  for  each  i>rofit  center  shall  be  for¬ 
warded.  Updated  forms  will  be  prepared 
and  submitted  upon  each  change  of  a 
profit  center’s  status  or  for  the  purpose  of 
updating  information.  Changes  need  not 
be  submitted  if  the  contractor  elects  not 
to  participate  in  the  program  in  succeed¬ 
ing  years. 

BubJ :  Contractor  Weighted  Average  Share  In 
Cost  Risk  (CWAS) 

To:  Deputy  Director  (DCAS) 

Defense  Supply  Agency  (Attn:  DCAS- 
ACC) 

Cameron  Station 
Alexandria,  Va.  22314 

1.  (Complete  to  extent  applicable  to  iden¬ 
tify  profit  center  location  xjcithin  the  corpo¬ 
ration.) 

Profit  Center  CWAS  Qualified: 

Address:  ‘ 

Intermediate  Organization: 

Subsidiary  of  Division : 

2.  CWAS  Rating: 

Contractor’s  Fiscal  Year  Applicable: 

Date  of  End  of  Contractor’s  Fiscal  Year: 
Prior  Fiscal  Yes’^s  CWAS  Approved; 

3.  Remarks;  (vcithdrawals,  reinstatements 
cost  center  not  applicable,  etc.,  with  author¬ 
ity  cited.) 

4.  Cognizant  CA  office. 

ACO  Name/Code; 

§  737.3—1030  Audit  Services. 

The  ACO  shall  maintain  close  coordi 
nation* with  the  DCAA  auditor  on  CWAS 
related  matters.  The  DCAA  Contract 


Audit  Manual,  Chapter  9-314,  provides 
for  specific  audit  advice  and  assistance 
to  the  ACO.  In  addition  to  the  prescribed 
audit  services,  the  ACO  shall  request  sup¬ 
port  from  the  auditor  in  the  following 
areas: 

(a)  Recommendations  to  support  ac¬ 
tions  to  be  taken  under  the  provisions 
of  §  3.1004(b)  and  §  15.201-3(b) . 

(b)  Opinions  incident  to  areas  identi¬ 
fied  in  the  contractor’s  operation  which 
may  have  an  impact  on  future  CWAS 
proposals. 

§  737.3—1051  CW/VS  Coordinating 
Group. 

A  CWAS  Coordinating  Group  In  the 
Office  of  the  Assistant  Secretary  of  De¬ 
fense  (Installations  and  Logistics)  will: 

(i)  respond  to  questions  submitted  con¬ 
cerning  CWAS,  (ii)  recommend  ASPR 
changes  concerning  CWAS  to  the  ASPR 
Committee,  and  (iii)  evaluate  the  effec¬ 
tiveness  of  the  application  of  CWAS. 
Questions  concerning  CWAS,  together 
with  recommended  solutions  wherever 
possible,  should  be  addressed  through 
channels  via  the  Chief  of  Naval  Material 
to: 

CWAS  Coordinating  Group 
Ofiace  of  the  Assistant  Secretary  of  De¬ 
fense  (I&L) 

Pentagon,  Room  3E-821 
Washington,  D.C.  20301 

Two  copies  each  of  any  directive  Issued 
which  concerns  CWAS  shall  also  be  for¬ 
warded  to  this  group. 

§  737.3— 1180  Acquisition  of  Automatic 
Data  Processing  Equipment. 

§  737.3—1100—1  Contractor  Aquisition 
of  Automatic  Data  Processing  Equip¬ 
ment  (ADPE). 

§737.3—1100—2  Procedures  for  Obtain¬ 
ing  Technical  ADP  Assistance. 

(a)  This  NPD  provides  guidance  con¬ 
cerning  the  means  by  which  the  ACO 
(Administrative  Contracting  OfiScer) 
may  obtain  technical  ADP  assistance  as 
necessary  in  performing  the  review,  as 
required  by  3.1100-2,  of  contractor  ac¬ 
quisition  of  ADPE. 

(b)  The  provisions  of  §  3.1100-2  shall 
not  be  interpreted  as  relieving  the  ACO 
from  the  responsibility  of  seeking  out 
possible  sources  of  assistance  of  his 
own  initiative.  Navy  field  contract  ad¬ 
ministration  oflBces  in  need  of  technical 
ADP  assistance  shall  request  such  aid 
directly  from  other  Government  activi¬ 
ties  in  the  area  who  may  be  able  to  pro¬ 
vide  it  and  shall  make  use  of  all  local 
resources  to  the  extent  feasible. 

(c)  Where  all  reasonable  efforts  fail 
to  secure  local  ADP  assi.stance,  the  ACO 
may  submit  a  request  to  the  next  higher 
echelon  in  the  chain  of  command  which 
shall  be  responsible  for  providing  the 
necessary  ADP  as.slstance.  However,  in 
the  event  the  higher  echelon  cannot 
comply  with  the  request,  it  shall  be  for¬ 
warded,  together  with  a  detailed  justi¬ 
fication,  to  the  Chief  of  Naval  Material 
(MAT  014)  for  appropriate  action.  A 
copy  of  the  request  shall  be  forwarded 
to  the.  Chief  of  Naval  Material  (MAT 
024).  Upon  receipt  and  analysis  of  the 
documents,  the  Chief  of  Naval  Material 
(MAT  014)  will  take  appropriate  meas¬ 


ures  to  assure  that  technical  ADP  assist-^ 
ance  is  provided  to  the  ACO.  | 

§  737.3—1200  Cost  Accounting  Stand¬ 
ards.  , 

§  737.3—1203  Prime  Contractor  Disclo¬ 
sure  Slutnient(s). 

(a)  Determination  of  Secretary  That 
It  Is  Impractical  To  Secure  Disclosure 
Statement(s) .  The  information  needed 
for  the  Assistant  Secretary  of  the  Navy 
(Installations  and  Logistics)  to  waive 
contractor  submission  of  a  disclosure 
statement,  as  authorized  under  §  3.1203 
(e),  shall  be  prepared  by  the  Pro¬ 
curing  Contracting  Officer  (PCO) .  Such 
information  shall  be  submitted  in  the 
form  of  a  draft  determination  and  find¬ 
ings  via  the  Chief  of  Naval  Material 
(MAT  021).  The  information  shall  con¬ 
sist  of  the  following: 

(1)  A  description  of  the  proposed  con¬ 
tract,  including  the  contract  type,  the 
supplies  or  services  being  procured,  and 
the  amoimt  of  the  proposed  award; 

(2)  An  unequivocal  statement  that  the 
proposed  contractor  refuses  to  submit  a 
disclosure  statement; 

(3)  The  specific  reasons  why  the  pro¬ 
posed  contractor  refuses  to  submit  a  dis¬ 
closure  statement: 

(4)  The  net  sum  of  all  awards  by  the 
Department  of  Defense  to  the  proposed 
contractor  during  the  prece^ng  three 
fiscal  years; 

(5)  A  statement  that  no  other  source 
of  the  supplies  or  services  being  pro¬ 
cured  is  available  to  satisfy  the  needs  of 
the  activity  on  a  timely  basis; 

(6)  A  statement  of  any  alternative 
methods  of  fulfilling  the  project  or  pro¬ 
gram  needs  and  the  procuring  activity’s 
reasons  for  rejecting  such  alternatives; 

(7)  A  statement  of  the  steF>s  being 
taken  by  the  procuring  activity  to  estab¬ 
lish  other  sources  of  supply  for  future 
procurements  of  the  supplies  or  services 
being  procured; 

(8)  Any  other  information  that  may 
aid  the  Secretary  in  determining  that  It 
is  impractical  to  secure  the  disclosure 
statement:  and 

(9)  Based  on  the  above  findings,  a 

proposed  determination  that  it  is  im¬ 
practical  to  secure  a  disclosure  state¬ 
ment.  \ 

§  737.3—1206  Subconlractor  Dui4'l<M<ure 
Statements. 

(a)  Requests  for  waiver  of  a  subcon¬ 
tractor’s  disclosure  statement  shall  be 
submitted  in  the  same  form,  contain  the 
same  information,  and  be  processed  in 
the  same  manned  as  set  forth  in  §  737.3- 
1203(a)  above. 

§  737.3—1211  Waiver  of  Cost  .Aeeount- 
ing  Standurds,  Rules,  and  Regula¬ 
tions. 

(a)  The  information  required  by  ASPR 
Appendix  O  in  support  of  a  request  for 
waiver  of  the  Cost  Accounting  Standards 
-  clause,  under  the  provisions  of  §3.1211 
shall  be  submitted  by  the  PCO 
through  chain  of  command  to  the  Chief 
of  Naval  Material  (MAT  021).  In  order 
to  facilitate  forwarding  to  the  Cost  Ac¬ 
counting  Standards  Board,  via  the  As¬ 
sistant  Secretary  of  the  Navy  (Installa¬ 
tions  and  Logistics)  and  the  Assistant 
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Secretary  of  Defense  (Installations  and 
Logistics),  this  information  shall  be  in¬ 
cluded  In  an  enclosure  separate  from 
the  initiating  commvmication,  with  para¬ 
graphs  numbered  sequentially  in  the 
same  order  as  the  requirements.  The 
submission  shall  also  include  the  esti¬ 
mated  date  of  contract  award  and  justi¬ 
fication.  if  any,  for  the  urgency  of  award 
if  the  estimated  date  of  award  is  less 
than  sixty  (60)  days  from  date  of  sub¬ 
mission. 

(b)  In  the  case  of  procurements  to  be 
placed  with  foreign  concerns  where  a 
Cost  Accounting  Standards  clause  waiver 
Is  requested,  the  following  Information, 
over  and  above  that  required  by  para¬ 
graph  (a)  of  this  section,  shall  be  re¬ 
quested  of  DCAA  (see  paragraph  (d)  of 
this  section) ; 

(1)  Any  accounting  requirements  im¬ 
posed  on  the  foreign  concern  by  the  for¬ 
eign  government  which  are  incompatible 
with  the  Cost  Accounting  Standards; 

(2)  Any  accounting  requirements  im¬ 
posed  on  the  foreign  concern  by  the  for¬ 
eign  government  which  are  sufficiently 
unique  that  compliance  by  the  concern 
with  the  Cost  Accoimting  Standards 
would  not  be  feasible:  and 

(3)  The  cost  impact  on  U.S.  Govern¬ 
ment  contracts  with  the  foreign  con¬ 
cern  if  the  Cost  Accounting  Standards 
were  required  to  be  followed  by  the 
concern. 

(c)  If,  on  the  basis  of  information  de¬ 
veloped  by  DCAA  in  accordance  with  (b) 
of  this  section,  it  appears  that  a  foreign 
concern  could  reasonably  comply  with 
the  CAS  clause,  the  PCO  shall  renew 
efforts  to  obtain  its  acceptance  of  the 
clause.  If,  despite  renewed  efforts,  the 
foreign  concern’s  refusal  remains  ada¬ 
mant,  a  further  written  statement  of  its 
position  shall  be  obtained  which  shall 
discuss  in  detail  each  of  the  DCAA  find¬ 
ings  and  the  rationale  for  the  continued 
refusal. 

(d)  The  information  required  under 
paragraph  (b)  of  this  section  shall  be 
requested  by  the  PCO.  In  the  event  such 
information  has  previously  been  ob¬ 
tained,  the  PCO  shall  ascertain  that  it  is 
still  ciurent.  Requests  should  be  ad¬ 
dressed  as  follows: 

(1)  European  Area. 

Message: 

Branch  Manager 

European  Branch  Office,  DCAA 

Rhein  Main  5-0 

Rhein  Main  Air  Force  Base,  Germany 

or 

Mall: 

Branch  Manager 
European  Branch  Office,  DCAA 
APO  New  York  09057 
Copies  to: 

DCAA 

Cameron  Station 
Attention:  ASC 
Alexandria,  Va.  22314 

and 

New  YOTk  Region,  DCAA 
252  7th  Avenue  (4th  Floor) 

New  York,  N.Y.  10001 

(2)  Pacific  Area  (except  Vietnam, 
Thailand  and  Malaysia). 


Message : 

Branch  Manager 
Pacl&c  Branch,  DCAA 
Yokohama,  Japan 

or 

MaU: 

Branch  Manager 
Pacific  Branch  Office,  DCAA 
Box  D 

APO  San  Francisco  96503 
Copies  to: 

DCAA 

Cameron  Station 
Attention:  ASC 
Alexandria,  Va.  22314 

and 

San  Francisco  Region,  DCAA 
450  Golden  Gate  Avenue 
Box  36116 

San  Franciso,  CA  94102 

(3)  Pacific  Area  (Vietnam,  Thailand 
and  Malaysia  ONLY) . 

Message: 

Branch  Manager 
Saigon  Branch  Office,  DCAA 
C/o  DIRCON,  Box  101 
Saigon,  Republic  of  Vietnam 

or 

Mail: 

Branch  Manager 
Saigon  Branch  Office,  DCAA 
c/o  DAO-DIRCON-RRVN 
Box  101 

FPO  San  Francisco  96626 
Copies  to: 

DCAA 

Cameron  Station 
Attention:  ASC 
Alexandria,  Va.  22314 

and 

San  Francisco  Region,  DCAA 
450  Golden  Gate  Avenue 
Box  36616 

San  Francisco,  CA  94102 

§  737.3—1250  Navy  Cosi  Accounting 
Standards  (Navy-CAS)  Board. 

(a)  A  Navy  Cost  Accounting  Stand¬ 
ards  (Navy-CAS)  Board  is  established  to 
assure  uniformity  in  administering  de¬ 
terminations  that  practices  disclosed  in 
disclosure  statements  are  in  non-com¬ 
pliance  with  applicable  cost  accounting 
standards,  in  the  case  of  contractors  as¬ 
signed  to  the  Navy  for  contract  adminis¬ 
tration  (see  DOD  Directory  of  Contract 
Administration  Components  (DOD 
4105.59H)). 

(b)  In  accordance  with  §  3.1205(c), 
each  determination  of  non-compliance 
which  cannot  be  resolved  by  the 
cognizant  Navy  ACO  shall  be  referred 
to  the  procuring  activity  having  cogni¬ 
zance  of  the  ACO.  If  that  activity  can¬ 
not  resolve  the  matter,  it  shall  be  refer¬ 
red  to  the  Navy-CAS  Board. 

(c)  The  NavY-CAS  Board  shall  review 
each  determination  of  non-compliance 
that  is  referred  to  it  in  accordance  with 
(b)  above  and  advise  the  ACO  of  its  rec¬ 
ommendations. 

(d)  The  Navy-CAS  Board  shall  con¬ 
sist  of  one  permanent  representative  each 
from;  Headquarters,  Naval  Material 
Command  (MAT02D,  Chairman) :  Head¬ 
quarters,  Naval  Air  Systems  Command; 
Headquarters,  Naval  Electronic  Systems 
Command;  Headquarters,  Naval  Ord¬ 


nance  Systems  Command;  and  Head¬ 
quarters,  Naval  Ship  Systems  Command. 
Each  other  Navy  Command,  Office,  and 
Bmeau  as  well  as  each  other  department 
and  Government  agency,  having  a  sub¬ 
stantive  interest  in  a  particular  non- 
compliance  matter  before  the  Board, 
shall  be  invited  to  have  a  representative 
participate,  as  an  od  hoc  member,  in 
Board  proceedings  regarding  that  mat¬ 
ter. 

Subpart  D — Special  Types  and  Methods  of 
Procurement 

§  737.4—100  Procurement  of  Research 
and  Development. 

§737.4—111  Special  Use  Allowance  for 
Research  Facilities  Required  by  Edu¬ 
cational  Institutions. 

(a)  Generally  a  special  use  allowance 
for  acquisition  or  construction  of  re¬ 
search  facilities  should  be  limited  to  that 
portion  of  the  total  acquisition  cost  of  a 
research  facility  which  is  the  amount 
needed  for  construction  in  accordance 
with  Government  criteria  to  satisfy  the 
functional  requirements  of  the  Govern¬ 
ment  work  to  be  performed  at  the  facil¬ 
ity.  Any  significant  balance  of  cost  to 
meet  the  special  design  or  other  extra 
requirements  of  the  educational  institu¬ 
tion  should  generally  be  either  excluded 
from  allocation  to  Government  contracts 
or  made  subject  to  a  normal  or  lower  use 
allowance  as  provided  in  §  4.111(d)  (ii) . 

(b)  In  addition  to  other  information 
relevant  to  consideration  a  special  use 
allowance  as  set  forth  in  §  4.111  (c) 
and  (d) ,  requests  for  approval  of  a  spe¬ 
cial  use  allowance  should  state  the  total 
estimated  acquisition  cost  of  the  pro¬ 
posed  facility,  the  estimated  amoimt  or 
percentage  thereof  needed  in  accordance 
with  Government  criteria  to  satisfy  the 
functional  requirements  for  Government 
work,  information  as  to  the  comparative 
need  of  the  Government  and  the  educa¬ 
tional  institution  for  the  facility,  and  if 
more  than  the  amount  of  percentage  of 
cost  needed  to  satisfy  the  Government’s 
functional  requirements  is  recommended 
for  special  use  allowance,  the  special 
circumstances  justifying  such  action. 
Such  requests  for  approval  shall  be  for¬ 
warded  via  the  Commander,  Naval  Facil¬ 
ities  Engineering,  for  review  and  com¬ 
ment  in  regard  to  design,  type  of  con¬ 
struction,  adequacy  to  meet  Government 
requirements  and  the  reasonableness  of 
the  estimated  total  cost  and  the  amount 
thereof  allocable  to  Government’s  re¬ 
quirements. 

(c)  Contracts  providing  for  a  special 
use  allowance  for  acquisitions  or  con¬ 
struction  of  research  facilities  shall 
specify  (i)  that  plans  and  specifications 
and  major  changes  thereto  shall  be  sub¬ 
ject  to  approval  by  the  Government;  (ii) 
that  the  work  shall  be  subject  to  approval 
by  the  Government  for  conformity  to  ap¬ 
proved  plans  and  specifications;  and  (Hi) 
that  the  Commander,  Naval  Facilities 
Engineering,  shall  be  the  authorized  rep¬ 
resentative  of  the  sponsoring  procuring 
activity  for  such  piuposes. 

(d)  Except  as  otherwise  directed  or  au- 
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thorized  in  the  approval,  the  contract 
may  also  provide  for  up  to  a  15  percent 
increase  in  the  amount  subject  to  the 
special  use  allowance  to  cover  changes  in 
the  work  or  any  difference  between  esti¬ 
mated  and  actual  cost  of  the  work.  Any 
such  increase  may  be  made  subject  to  the 
approval  of  the  sponsoring  procuring  ac¬ 
tivity.  If  more  than  a  15  percent  increase 
is  required,  the  further  approval  of  the 
Deputy  Chief  of  Naval  Material  (Logis¬ 
tic  Support)  shall  be  required. 

§  737.4—116  Govermnenl  Propt-rly  Un¬ 
der  Kes«eareli  and  Development  C.on- 
traels. 

§  737.4—1  lfr-1  Transfer  of  Title  to 
Equipment  to  Nonprofit  Eduealional 
or  Keseareh  Institutions. 

(a)  Each  procuring  activity  trans- 
feiTing  title  to  equipment  in  accordance 
with  §  4.116-4  shall  furnish  a  report  of 
such  transfer  by  30  January’  each  year  to 
the  Office  of  Naval  Research  (Code  522) 
under  Report  Control  Symbol  DD-I&L 
(A)-598  (4340).  The  report  shall  include 
the  following: 

(1)  The  name  and  location  of  each  in¬ 
stitution  to  which  equipment  was  trans¬ 
ferred  during  the  previous  calendar 
year; 

(2)  Tlie  dollar  value  (at  acquisition 
cost)  of  equipment  transferred  to  each 
institution; 

(3)  The  total  dollar  value  of  all  such 
transfers;  and 

(4)  A  separate  sub-total  showing  the 
value  of  all  equipments  so  transferred 
having  an  acquisition  cost  of  less  than 
$200. 

§  737.4— 1 16— .50  Traiicfer  of  Title  Under 
Ueseart- h  CninH. 

4-116.50  Transfer  of  Title  Under  Re¬ 
search  Grants.  See  SECNAV  Instruction 
39a0.10A  and  ONR  Instruction  3900.10B. 

Subpart  E — Interdepartmental  and 
Coordinated  Procurement 

§  737.5—600  Pro<‘uremcnl  of  Printing 
and  Related  Supplies. 

§  737. .5—601  Printing  and  Relat«‘il  -Sup¬ 
plies. 

(a)  Publications,  printing,  related 
equipment,  and  paper  stocks  used  in 
procured  in  accordance  with  this  Sub¬ 
part;  §  737.1-108<b)  (Vi),  NAVSO  P-35; 

5  737.1-201(c)  (i) ,  <v)  and  (vi).  Defini¬ 
tions;  and  §  737.1-454,  Responsibilities  of 
the  NPPS. 

(b)  Publications  and  printing  may  not 
be  procured  as  an  integral  part  of  a  De¬ 
partment  of  the  Navy  contract  or  grant 
unless  authorized  by  the  Congressional 
Joint  Committee  on  Printing  or  unless  a 
waiver  has  been  obtained  from  the  Public 
Printer  ((jkjvernment  Printing  Office). 
This  does  not  preclude  the  procurement 
of  writing,  editing,  manuscript  copy,  or 
illustrative  services  within  a  contract  or 
grant;  or  the  inclusion  of  requirements 
within  a  contract  for  incidental  printing, 
e.g.,  forms  and  instructional  materials 
solely  for  contractor  u.se  in  responding 
to  the  terms  of  a  contract;  or  the  publi¬ 
cation  of  findings  by  grantees  within  the 
terms  of  their  grants,  provided  that  such 


terms  are  in  accordance  with  these  direc¬ 
tives  and  NAVSO  P-35. 

(c)  Responsibility  for  initial  determi¬ 
nation  on  the  necessity  for  authoriza¬ 
tions  or  waivers,  and  for  dealing  wdth 
the  Congressional  Joint  Committee  on 
Printing  and  the  Public  Printer  on  mat¬ 
ters  relating  to  publications  and  print¬ 
ing,  is  vested  in  the  Director,  Navy 
Publications  and  Printing  Service.  Com¬ 
ponents  of  the  Navy  Department  with  re¬ 
quirements  for  inclusion  of  publications 
and  printing  within  a  contract  or  grant 
shall  submit  requests  for  such  authoriza¬ 
tion  or  waiver  through  their  appropriate 
publications  management  organizations. 
Field  requirements  shall  be  submitted  in 
accordance  with  procedures  established 
by  such  organizations,  to  the  appropriate 
Director,  Navy  Publications  and  Printing 
Service  Office. 

(d)  When  composition,  negatives,  or  a 
combination  of  both  will  be  required 
within  a  contract  for  supplies  or  services 
requests  for  authorization  or  waiver  shall 
attach  a  copy  of  the  procurement  docu¬ 
ment  (IFB,  RFQ,  other)  provisions 
specifying  that  the  contractor  will  be 
re.'iponsible  for  continuing  accuracy  and 
currency  of  publications  content  for  dur¬ 
ation  of  the  contract. 

§  737.5—1100  Coordinated  Pr«»Mir«*inoiil. 

§  737..5— 1 102  Responsibilities  I'  n  d  e  r 
Single  Proeureinent. 

(a)  When  the  Department  of  the  Navy 
has  received  a  procurement  assignment 
under  the  DOD  Commodity  Assignment 
Program,  the  Commander,  Naval  Supply 
Systems  Command  pursuant  to  au¬ 
thority  delegated  by  the  Chief  of  Naval 
Material,  will  assign  procurement  re¬ 
sponsibilities  to  a  particular  procuring 
activity.  The  procuring  activity  assigned 
procurement  responsibility  shall  be  re¬ 
sponsible  for  (1)  collecting  and  coordi¬ 
nating  the  requirements  of  the  Depart¬ 
ment  of  the  Navy,  or  the  airangement 
therefor  and  (2)  submitting  to  DOD  via 
the  Commander,  Naval  Supply  Systems 
Command  implementing  procedures  de¬ 
veloped  in  compliance  with  §  5.1103-1. 

§  737. .5— 2000  Intra-Navy  Prcn-urmient 
As»i.ignmcnt8. 

§  737..5— 2(M)2  Respon-iibilhy  of  the  Naval 
Supply  Systems  Cxminuind  for  Com¬ 
mon-Use  Items  Listed  in  the  Cutalog 
of  Navy  Material. 

The  Naval  Supply  Systems  Command 
is  responsible  for  the  procurement  of  all 
common-use  items  listed  in  the  General 
Stores  Section  of  the  Catalog  of  Navy 
Material. 

§  737.5—200.3  Utility  Services. 

§  737.5—2003—1  (>>ntr.'>els  for  F.leetric 
Power,  Cas,  Water,  and  (Mlier 
Utilities. 

(a)  It  shall  be  the  pohcy  of  the  De¬ 
partment  of  the  Navy  to  procure  public 
utility  services  from  commercial  sources 
where  economically  feasible.  Such 
services  shall  be  procured  at  the  lowest 
cost  and  on  the  best  terms  possible. 

(b)  The  Commander,  Naval  Paoilitles 
Engineering  Command  .shall  have  cog¬ 


nizance  over  all  matters  pertaining  to 
the  procurement  of  public  utility  serv¬ 
ices  and  the  contracting  therefor.  Public 
utility  sertices  include,  but  are  not  lim¬ 
ited  to,  electricity,  gas,  water,  sewerage, 
drainage,  fire  and  police  protection, 
street  lighting  and  cleaning,  and  trash 
and  garbage  disposal.  Telephone  and 
other  wired  voice  cwnmunications  are 
covered  by  §  737.5-2003-3. 

(c)  Authority  to  contract  for  public 
utility  services  shall  be  obtained  by  sub¬ 
mission  of  a  Business  Clearance  Memo¬ 
randum  to  the  Commander,  Naval  Facil¬ 
ities  Engineering  Command,  in  such 
form  as  he  may  prescribe.  The  Business 
Clearance  Memorandum  shall  set  forth 
the  following  information: 

(1)  Name  and  location  of  activity; 

(2)  Type  of  public  utility  service  re¬ 
quired; 

(3)  Estimated  annual  cost  and,  if 
available,  a  billing  analysis  for  the  pre¬ 
ceding  twelve  (12)  months  showing  usage 
and  cost  factors; 

(4)  Name  and  address  of  contractor; 

(5)  Copy  of  contractor’s  rates,  rules, 
and  regulations  applicable  to  the  serv¬ 
ice  in  question; 

(6)  A  statement  concerning  the  avail¬ 
ability  of  competition ; 

(7)  A  requisition  citing  the  appro¬ 
priation  chargeable;  and 

(8)  Such  other  data  pertaining  to 
each  type  of  public  utility  service  as  may 
be  prescribed,  from  time  to  time,  by  the 
Commander,  Naval  Facilities  Engineer¬ 
ing  Command. 

(d)  All  contracts  shall  be  approved  as 
to  legality  and  form  by  Courwel  for  the 
Naval  Facilities  Engineering  Command 
Headquarters. 

(e)  Requests  for  authority  to  contract 
shall  be  submitted  in  accordance  with 
procedures  established  by  the  Command¬ 
er,  Naval  Facilities  Engineering  Com¬ 
mand.  These  procedures  shall  be  pub¬ 
lished  in  NAVSUP  Manual,  Volume  II. 

(f)  The  Commandant,  U.S.  Marine 
Corps  shall  submit  to  the  Commander, 
Naval  Facilities  Engineering  Command 
all  requests  for  authority  to  contract  for 
public  utility  services  required  by  Marine 
Corps  activities,  except  that  services 
required  by  field  activities,  the  annual 
amount  of  which  does  not  exceed  $2,500, 
may  be  procured  by  the  Marine  Corps 
without  reference  to  the  Naval  Facili¬ 
ties  Engineering  Command  Headquar¬ 
ters. 

(g)  A  copy  of  each  proposed  contract 
for  public  utility  service  at  any  Govern- 
ment-owTied  facility  operated  by  a  Navy 
contractor,  where  the  cost  of  such  pub¬ 
lic  utility  service  is  to  be  reimbursed  by 
the  Navy,  shall  be  submitted,  prior  to  ex¬ 
ecution,  by  the  Systems  Command  con¬ 
cerned  to  the  Commander,  Naval  Facili¬ 
ties  Engineering  Command  who  shall  no¬ 
tify  the  Systems  Command  concerned 
of  his  approval  or  directions  with  re.'^pect 
thereto. 

(h)  The  authority  herein  conferred 
upon  the  Commander,  Naval  Facilities 
Engineering  Command  may  be  redele¬ 
gated  by  him. 
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§  737.3-2003-2  Utility  Services  for 

Contractor-Operated  Activities  si 

Government-Owned  Facilities. 

(a)  5  737.5-2003-Hg)  sets  forth  pro¬ 
cedures  for  the  review  and  approval  of 
public  utility  service  contracts  at  Gov¬ 
ernment-owned,  contractor-operated  ac¬ 
tivities  whenever  the  utility  charges  are 
reimbursable  to  the  operating  contrac¬ 
tor.  Such  utility  contracts  shall  be  sub¬ 
mitted  to  the  Naval  Facilities  ESigineer- 
ing  Command  Headquarters  via  the  cog¬ 
nizant  Engineering  Field  Division  as  well 
as  via  the  cognizant  Systems  Command. 

(b)  Contracts  for  the  operation  of 
Government-owned  facilities  by  a  Navy 
contractor  which  call  for  reimbursement 
of  the  contractor’s  utility  expense  shall 
specifically  provide  for  the  submission 
of  utility  subcontracts  to  the  Naval  Facil¬ 
ities  Engineering  Command  Headquar¬ 
ters  for  comment  or  approval  prior  to 
execution  as  outlined  above. 

§  737.5—2003—3  Telephone  Facilities 
and  Services. 

(a)  Thee  three  Military  Depart¬ 
ments  l^ave  a  form  of  joint  “General 
Contract  for  Communication  Facilities 
and  Services,”  which  will  be  executed  with 
each  one  of  the  operating  companies  of 
the  Bell  System.  Each  such  contract  will 
be  executed  by  an  authorized  corporate 
officer  of  the  particular  operating  com¬ 
pany  and  by  three  contracting  officers, 
one  for  the  Department  of  the  Army,  one 
for  the  Department  of  the  Navy,  and  one 
for  the  Department  of  the  Air  Force.  As 
a  result,  each  operating  company  and 
each  Military  Department  will  look  to 
the  provisions  of  only  one  contract  in  the 
area  served  by  each  operating  company. 
Each  such  contract,  however,  will  pre¬ 
serve  the  flexible  and  efficient  adminis¬ 
trative  arrangements  pursuant  to  which, 
in  the  Department  of  the  Navy,  orders 
for  facilities  and  services  under  such 
contracts  are  placed  by  Departmental 
or  District  officers  (Navy  and  Marine) 
as  appropriate. 

(b)  There  is  hereby  delegated  to  the 
Commander,  Naval  Facilities  Engineer¬ 
ing  Command  and  to  such  other  persons 
as  may  be  designated  by  him  the  author¬ 
ity  to  make  and  execute  on  behalf  of  the 
Department  of  the  Navy  (including  the 
U.S.  Marine  Corps)  all  contracts  for  tele¬ 
phone  communication  facilities  and  serv¬ 
ices  to  be  provided  in  the  United  States. 

(c)  Each  such  contract  shall  contain 
a  definition  of  “Contracting  Officers” 
substantially  identical  with  that  set  out 
in  the  Definitions  clause  contained  in 
§7.103-1. 

(d)  Orders  under  contracts  will  be 
placed  by  authorized  representatives  of 
contracting  officers  as  provided  herein. 
Therefore,  under  such  contracts  executed 
by  the  Commander,  Facilities  Engineer¬ 
ing  Command  or  by  a  contracting  officer 
of  the  Naval  Facilities  Engineering  Com¬ 
mand,  the  following  shall  be  considered, 
pursuant  to  the  Definitions  clause  of 
each  contract,  an  “authorized  represent¬ 
ative  of  a  Contracting  Officer  acting 
within  the  limits  of  his  authority,”  for 
the  purpose  as  specified  herein: 


(1)  The  Director  of  Naval  Communi¬ 
cations,  and  all  officers  and  civilian  em¬ 
ployees  designated  by  him,  for  the  pur¬ 
pose  of  ordering  under  contracts  any  of 
the  foliowring  communications  facilities 
and  services  except  those  included  in  (d) 

(3)  of  this  section; 

(1)  Leased  teletype  lines  of  the  Naval 
Communication  System,  flight  control 
and  weather  reporting,  or  other  private 
line  teletype  systems  including  TWX 
communication  service: 

(ii)  All  leased  telephone  lines  not  an 
Integral  part  of  purely  local  telephone 
systems:  and 

(iil)  Keying,  control  and  photo-radio 
leased  lines. 

(2)  All  officers  and  civilian  employees 
designated  by  the  Commander,  Naval 
Facilities  Engineering  Command,  for  the 
purposes  of  ordering  under  contracts  any 
of  the  following  communication  fsuiili- 
ties  and  services  except  those  included  in 
(d)  (3)  of  this  section; 

(i)  All  facilities  and  services  not  in¬ 
cluded  in  paragraph  (d>  (1)  (i) ,  (ii),  and 
(iil)  of  this  section,  including  but  not 
limited  to  such  items  as  switchboards, 
instruments,  wiring  plans,  trunk  and  tie 
lines,  off-premise  mileage,  individual 
telephones,  non-recurring  charges,  serv¬ 
ice  connection  charges,  termination 
charges,  and  telephone  toll  charges. 

(ii)  Work,  whether  or  not  of  an  engi¬ 
neering,  technical  or  specialized  nature, 
involved  in  the  design,  installation,  al¬ 
teration,  repair  or  maintenance  of  tele¬ 
phone  systems  and  teletypewndter  com- 
mxmication  facilities,  owned  in  whole  or 
in  part  by  the  Government  and  under 
the  cognizance  of  the  Navy. 

(3)  The  Commandant  of  the  Marine 
Corps  and  such  officers  and  civilian  em¬ 
ployees  as  may  be  designated  by  the 
Commandant  for  the  purpose  of  order¬ 
ing  any  communication  facilities  and 
services  required  only  by  the  Marine 
Corps. 

(e)  With  respect  to  telephone  systems 
owned  in  whole  or  in  part  by  the  Gov¬ 
ernment  and  under  the  cognizance  of  the 
Department  of  the  Navy,  the  Command¬ 
er,  Naval  Facilities  Engineering  Com¬ 
mand  has  cognizance  over  the  design,  in¬ 
stallation,  alteration,  repair  or  mainte¬ 
nance  of  such  systems  by  Government 
personnel  or  provided  for  by  contracts 
(and  orders  thereunder)  with  contrac¬ 
tors  rather  than  companies  or  organiza¬ 
tions  regularly  providing  telephone  fa¬ 
cilities  and  services,  except  that  the 
Commandant  of  the  U.S.  Marine  Corps 
has  cognizance  for  such  purposes  wdth 
respect  to  such  systems  which  are  under 
the  cognizance  of  the  U.S.  Marine  Corps. 

(f)  Nothing  in  this  §  737.5-2003-3  af¬ 
fects  procedures  for  the  budgeting,  al¬ 
lotting,  or  fiscal  accounting  of  funds  ap¬ 
propriate  for  telephone  facilities  and 
services. 

§  737.5—2004  Real  Estate. 

See  NAVPAC  P-73. 

(a)  Acquisition  of  Title.  See  BUDOCKS 
Instruction  11011.23  transmitting  DOD 
Directive  4165.6. 

(b)  Acquisition  of  Leasehold  Interests. 
See  SECJNAV  Instruction  11011. 17A. 


§  737.5—2005  Automotive,  Construction, 

and  Materials  Handling  Equipment. 

(a)  This  §  733.5-2005  assigns  responsi¬ 
bilities  and  establishes  basic  policies  per¬ 
taining  to  all  phases  of  automotive  trans¬ 
portation  and  all  types  of  automotive, 
construction,  and  materials  handling 
equipment.  It  does  not  cover  automotive, 
construction,  and  materials  handling 
equipment  in  war  reserve  stocks  intended 
for  use  at  advanced  bases  or  in  training 
exercises. 

(b)  As  used  throughout  this  §  737.5- 
2005,  the  followdng  terms  shall  have  the 
meanings  set  forth  below ; 

(1)  “Automotive  vehicles"  means  all 
noncombat,  self-propelled  vehicles  suit¬ 
able  for  use  on  the  highway,  and  all  trail¬ 
ers  suitable  for  use  in  conjunction  there¬ 
with  (It  includes  trucks,  buses,  tractors, 
bus  trailers,  semi-trailers,  all  types  of 
passenger  vehicles,  and  all  typ>es  of  power 
cycles.  It  does  not  include  bicycles,  ve¬ 
hicles  designed  primarily  for  use  on  rails, 
construction  equipment,  materials  han¬ 
dling  equipment,  amphibious  vehicles,  or 
vehicles  (with  or  without  armor)  de¬ 
signed  for  active  participation  in  com¬ 
bat)  ; 

(2)  “Construction  equipment’  means 
all  mechanical  equipment  used  in  the 
construction,  alteration,  or  repair  of 
buildings,  bridges,  roads,  or  other  kinds 
of  real  property  (It  includes  pile  drivers, 
r>ower  shovels  and  cranes,  road  rollers, 
tractors,  scrapers,  plows,  derricks,  street 
sweepers,  sprinkling  carts  and  the  like; 
and  portable  boilers,  pumps  and  air  com¬ 
pressors.  It  also  includes  such  stationary 
machines  and  mechanical  apparatus  as 
rock-crushing  plants,  concrete  batching 
and  mixing  plants  and  the  like,  used  ex¬ 
clusively  for  work  connected  with  the 
construction  and  maintenance  of  public 
works) ; 

(3)  “Materials  handling  equipment" 
means  all  mechanical  equipment  nor¬ 
mally  used  for  materials  handling  on 
floors  and  paved  surfaces  as  fork  lift  and 
pallet  trucks,  warehouse  tractors  and 
trailers,  stackers,  straddle  trucks,  ware¬ 
house  cranes,  conveyors,  and  platform 
trucks:  and 

(4)  "Specialized  types"  includes  radio 
and  electronic  vans  and  trucks,  ambu¬ 
lances,  bomb  handling  trucks  and  trail¬ 
ers,  aircraft  fueling,  crash  fire  and  res¬ 
cue  and  ssdvage  units  and  such  other 
specialized  types  as  are  developed  by  the 
management  control  bureaus  for  their 
specLlc  use. 

(c)  Die  Marine  Corps  shall  provide 
funds  for  the  procurement,  and  admin¬ 
ister  the  assignment,  utilization,  and 
maintenance,  of  all  equipment  covered 
by  this  NPD  which  the  Marine  Corps 
may  require,  except  for  procurement  of 
ambulances.  Procurement  of  Civil  Engi¬ 
neer  SuppMjrt  Equipment  (CESE)  and 
Materials  Handling  Equipment  at  Ma¬ 
rine  Corps  Air  Stations  is  the  respon- 
sibihty  of  the  Marine  Corps.  All  other 
equipment,  except  equipment  peculiar  to 
the  Marine  Corps,  is  the  responsibility 
of  the  Navy. 

(d)  The  Naval  Facilities  Engineering 
Command  has  the  following  responsibili¬ 
ties  for  the  Navy  with  respect  to  auto- 
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motive  vehicles,  construction  equipment, 
and  standardized  automotive  com¬ 
ponents  of  specialized  types  (where  spe¬ 
cifically  indicated,  these  responsibilities 
apply  also  to  automotive  vehicles  and 
construction  equipment  used  by  the 
Marine  Corps) : 

(1)  Providing  funds  for  the  procure¬ 
ment,  and  administering  the  assignment 
and  utilization,  of  all  passenger  carry¬ 
ing  vehicles  in  accordance  with  the  mili¬ 
tary  requirements  established  by  the 
Chief  of  Naval  Operations: 

(2)  Establishing  and  promulgating 
standards  for  operation  and  general 
utilization ; 

(3)  Prepai-ing  and  promulgating 
maintenance  standards; 

(4)  Administering  public  laws  relat¬ 
ing  to: 

(i)  Commercial  type  and  school  bus 
•perations  (including  Marine  Corps) ; 

(ii)  Official  use  of  Government- 
owned  and  operated  motor  vehicles  in¬ 
cluding  passenger  cars  (applies  to 
Marine  Corps  for  field  status  deteimina- 
tions  only) ;  and 

(iii)  The  sale  and  replacement  of  used 
automotive  vehicles,  construction  equip¬ 
ment  and  specialized  types. 

(5)  Maintaining  current  and  complete 
files  and  records  for  all  activities,  ashore 
and  afloat; 

(6)  Assigning  registration  numbers; 

(7)  Establishing  criteria  for  replace¬ 
ment  and  retirement; 

(8)  Developing  and  promulgating 
specifications; 

(9)  Acting  upon  procurement  re¬ 
quests  including  those  of  the  Marine 
Corps,  transmitting  them  to  the  pur¬ 
chasing  activity  designated  by  higher 
authorty; 

(10)  Establishing  standards  for  quali¬ 
fications,  training,  and  indoctrination  of 
professional,  technical,  and  supervisory 
employees  concerned  with  automotive 
vehicles  and  construction  equipment: 

(11)  Coordinating  requirements  and 
effecting  standardization  of  equipment 
as  practicable; 

(12)  Through  command  channels 
verifying,  determining  degree  of,  and  as¬ 
sisting  in  compliance  with  the  technical 
standards  and  safety  regulations; 

(13)  Acting  as  a  central  clearing 
agency  for  the  Navy,  less  the  Marine 
Corps,  in  exchanging  and  disposing  of 
automotive  and  construction  equipment: 
and 

(14)  Devising  standardized  cost  ac¬ 
counting  and  reporting  requirements  in 
collaboration  with  the  Office  of  the 
Comptroller  and  other  Interested  sys¬ 
tems  commands  and  offices. 

(e)  The  Naval  Supply  Systems  Com¬ 
mand  shall  have  the  responsibilities 
listed  under  paragraph  (d)  (2),  (3), 
(4)  (iii),  (5),  (6),  (7),  (8),  (9),  (10), 
(11),  (13),  and  (14)  of  this  section,  with 
respect  to  materials  handling  equipment. 

(f)  The  Bureau  of  Medicine  and  Sur¬ 
gery  shall  have  the  responsibilities  listed 
below  with  respect  to  ambulances  and 
other  specialized  types  of  automotive 
equipment  developed  for  its  specific  use 
at  all  Navy  and  Marine  Corps  activities. 
Specialized  types  of  automotive  equip¬ 


ment  imder  cognizance  of  the  Bureau  of 
Medicine  and  Surgery  include  mobile 
X-ray  units,  mobile  dental  units  and 
mobile  surgical  operating  units.  The  re¬ 
sponsibility  for  these  specialized  types 
which  are  developed  for  advance  base 
components  or  combat  imits  will  be 
vested  in  the  Systems  Command  or  Office 
having  responsibility  therefor. 

(1)  Providing  funds  for  the  procure¬ 
ment,  and  administering  the  assignment 
and  utilization,  of  all  such  equipment; 

(2)  Deteimining  allowance  lists  and 
requirements  for  current  and  future 
needs; 

(3)  Determining  what  equipment  is 
excess  to  its  needs; 

(4)  Establishing  maintenance  and 
operating  procedmes  for  medical  aiKl 
dental  equipment  contained  in  special¬ 
ized  types. 

(g)  The  Naval  Ship  Systems  Com¬ 
mand  shall  have  the  responsibility,  in 
collaboration  with  each  cognizant  Sys¬ 
tems  Command,  and  Office  of  the  De¬ 
partment  of  the  Navy,  for  recommend- 
ii^  to  the  Chief  of  Naval  Operations  al¬ 
lowances,  and  changes  therein,  of  auto¬ 
motive  vehicles  and  materials  handling 
equipment  for  all  types  of  veseels.  Such 
allowances  and  changes  shaU  become  ef¬ 
fective  upon  approval  by  the  Chief  of 
Naval  Operations. 

(h)  Each  Systems  Command,  Bureau 
and  Office  of  the  Department  of  the 
Navy  shall  have  the  responsibilities 
listed  below  with  respect  to  automotive 
vehicles,  construction  and  materials 
handling  equipment  for  activities  under 
its  management  control  except  as  indi¬ 
cated  in  §  737.5-2005  (d^ ,  (e) ,  (f )  and 
<g>. 

(1)  Providing  funds  for  the  procure¬ 
ment,  and  administering  the  assignment 
and  utilization,  of  all  units  except  pass¬ 
enger  carrying  vehicles  and  ambulances: 

(2)  Submitting  requirements  for 
passenger-carrying  vehicles  to  the  Naval 
Facilities  Engineering  Command; 

(3)  Providing  funds  for  maintenance 
and  operation; 

(4)  Determining  requirements  for 
current  and  future  needs; 

(5)  Establishing  allowance  lists  for 
all  its  activities  in  accordance  with  the 
military  requirements  established  by  the 
Chief  of  Naval  Operations; 

(6)  Determining  what  equipment  is 
excess  to  its  needs; 

(7)  DevelcHJing  and  promulgating 
specifications  for  specialized  types  and 
the  specialized  components  of  specialized 
types; 

(8)  Establishing  operating  and  uti¬ 
lization  procedures  for  specialized  types 
and  maintenance  procedures  for  the 
specialized  components  of  specialized 
types. 

(i)  The  Commandants  of  the  Dis¬ 
tricts,  the  Chief  of  Naval  Air  Training 
and  the  Commandant  of  the  Marine 
Corps  have  coordination  control  of  auto¬ 
motive  transportation  matters  within 
their  respective  commands.  These  com¬ 
mands,  subject  to  the  technical  guidance 
of  the  Naval  Facilities  Engineering  Com¬ 
mand  Headquarters,  shall  also  be  re¬ 
sponsible  for  coordinating  all  phases  of 


the  Department  of  the  Navy’s  automo¬ 
tive  and  construction  equipment  pro¬ 
gram,  as  defined  in  this  NPD,  be¬ 
tween  the  activities  within  their  com¬ 
mands  and  the  bureaus  and  offices  of  the 
Department  of  the  Navy;  for  Inspecting 
shore  activities  and  reporting  to  the  re¬ 
spective  management  bureaus  with  ap¬ 
propriate  recommendations;  for  trans¬ 
ferring  of  excess  equipment;  and  for  ef¬ 
fecting  standardization  of  equipment,  as 
practicable,  within  their  own  commands. 

(j)  The  Assistant  Secretary  of  the 
Navy  (I  and  L)  has  general  direction 
and  supervision  of  policies,  procedures 
and  standards  in  the  field  of  automotive 
transportation. 

§  737.1>— 2100  S«rvicc8  of  anil 

Oaf  to. 

§  737.5—2101  Serrices  of  .Ships  anil 

Crafto  f«»r  Otker  Than  Transporia- 

tiuH. 

Military  SeahA  Command  (MSC) 
shall  procure  or  otherwdse  provide 
to  Navy  activities,  as  requested,  the  serv¬ 
ices  of  ships  and  crafts  for  purposes 
other  than  transportation  such  as  (1) 
oceanographic  research  and  survey,  in¬ 
cluding  underwater  research;  (il)  cable 
laying;  (iii)  repair  facilities  and  (iv) 
range  instrumentation.  Requirements 
for  such  services  or  ships,  except  those 
met  by  ships  and  crafts  organic  to  the 
Military  Services  and  those  required  in 
the  installation  t>hase  of  a  system  by  the 
systems  contractor,  shall  be  placed  upon 
MSC  in  a  timely  manner  to  peimit  max¬ 
imum  competition. 

§  737..5— 2102  Charter  Parly  .Vgrc^'lm‘ll^^. 

The  Oceanographer  of  the  Navy,  act¬ 
ing  through  the  contracting  facilities  of 
the  Office  of  Naval  Research,  shall  be 
responsible  for  Navy  charter  party  agree¬ 
ments  wherein  Navy-owned  oceano- 
gi'aphlc  research  ships  are  leased  to  re¬ 
search  institutions  for  the  performance 
of  contract  research. 

Subpart  F — Foreign  Purchase 

§  737.6—100  Bay  Amcriran  .Ai  l — Supply 
and  Sorviee  Contrarts. 

§  737.6-103  Exceptions. 

§  7.37.6—103—2  Nonavailability  in  ibe 
United  States. 

(a)  Each  request  for  approval  to 
pmchase  a  foreign  end  product  under 
this  exception  shall  be  submitted  to  the 
Chief  of  Naval  Material  (MAT  0212)  in 
the  form  of  a  determination.  Each  such 
determination  shall  include  (1)  a  refer¬ 
ence  to  the  Buy  American  Act  (41  U.S.C. 
10a  d)  (2)  a  description  of  the  item 
being  procured,  (3)  the  unit,  quantity, 
and  estimated  delivery  cost,  (4)  a  brief 
statement  establishing  the  necessity  for 
the  procurement  and  Indicating  consid¬ 
erations  which  have  been  given  to  the 
feasibility  of  foregoing  the  procmement, 
(5)  a  statement  establishing  the  non¬ 
availability  of  any  similar  or  substitute 
items  of  domestic  origin,  indicating  both 
the  required  characteristics  available 
only  in  the  foreign  item  and  the  defi¬ 
ciencies  of  the  domestic  items  and  (6)  a 
statement  describing  the  relationship  of 
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the  requirement  to  the  production  of  any 
item  on  the  Master  Urgency  Planning 
List. 


§  737.6— 103— ranatlian  .Supplier. 

The  following  is  the  Deimrtment  of 
the  Navy  list  of  Canadian  supplies  which 
have  been  approved  by  the  Secretary  of 
Navy  as  being  of  a  military  character  or 
involved  in  programs  of  mutual  interest 
to  the  United  States  and  Canada  as  de¬ 
scribed  in  §  6.103-5  (a> : 


Group/Class 

to. _ _ 

U.35 . 


1190 


li 

13 

14 

15 


16 

17 


19 


20 

22 

23. 

24. 

25. 

26. 
23. 

29 

30 


31  .  . 
34... 
3695 


Description 

Weapons 

Fuzing  and  Firing 
Devices,  Atomic 
Ordnance 

Specialized  Test  and 
Handling  Equipment, 
Atomic  Ordnance 
Fire  Control  Equipment 
Ammunition  and 
Explosives 
Guided  Missiles 
Aircraft:  Airframe 
Structural 
Components 
Aircraft  Components 
and  Accessories 
Aircraft  Launching, 
Landing  and  Ground 
Handling  Equipment 
Ships.  Small  Craft, 
Pontoons,  and  Floating 
Cocks 

Ship  and  Marine 
Equipment 
Railway  Equipment 
Motor  Vehicles.  Trailers, 
and  Cycles 
Tractors 

Vehicular  Equipment 
Components 
Tires  and  Tube.s 
Engines,  Turbines,  and 
Components 
Engine  Acce.ssories 
Mechanical  Power 
Transmission 
Equipment 
Bearings 

Metalw'orkiiig  Machinery 
Miscellaneous  Special 
Indristry  Machinery 


Group/Class  Description 

68  _  Communication 

Equipment 

69  _  Electrical  and  Electronic 

Equipment 

Components 

61 _  Electric  Wire,  and 

Power  Distribution 
Equipment 

6210 _  Indoor  and  Outdoor 

Electric  Lighting 
Fixtures 

6220 _  Electric  Vehicular  Lights 

.  and  Fixtures 

6320 _  Shipboard  Alarm  and 

Signal  Systems 

6340 _  Aircraft  Alarm  and 

Signal  Systems 

66  _  Instruments  and 

Laboratory  Equipment 

67  (except  6750)  .  Photographic  Equipment 

68  _  Chemicals  and  Chemical 

Products 

69  _ 1 _  Training  Aids  and 

Devices 

7440 _  .Automatic  Data  Process¬ 

ing  Sy.stems:  Indus¬ 
trial,  Scientific,  and 
Office  Types 

7610 -  Books  and  Pamphlets 

7650 _  Drawings  and 

Speciflcatlon.s 

80  (except  8020)  .  Paints,  Sealers,  and 
Adhe.sives 

8120 _  Gas  Cylinders 

8140 -  Ammunition  Boxes. 

Packages,  and  Special 
Containers 

*8305 _  Textile  Fabrics 

•8405 _  Outerwear,  Men's 

•8410 -  Outerwear,  Women's 

*8415 -  Clothing,  Special 

Purpo.se 

8470 _  Armor,  Personal 

9320 -  Rubber  Fabricated 

Materials 

9330 -  Plastics  Fabricated 

Materials 

9350 -  Refractories  and  Fire 

Surfacing  Materials 

95  -  Metal  Bars.  Sheets,  and 

Shapes 

96  - - -  Ores,  Minerals,  and 

Their  Primary 
Products 

•Subject  to  §  6.304-1  and  §  737  6-304  1 


Group/Class  Description 

39. _  Materials  Handling 

Equipment 

41  ,  .  . ,  Refrigeration  and  Air 

Conditioning 

Equipment 

4'210 _  Fire  Fighting  Equipment 

4240 _  Safety  and  Rescue 

Equipment 

43 _  Pumps  and  Compressors 

4410 _  Industrial  Boilers 

4420 _  Heat  Exchangers  and 

Steam  Condensers 

4470 _  Nuclear  Reactors 

4520 _  Space  Heating  Equip¬ 

ment  and  Domestic 
Water  Heaters 

46  .  Water  Purification  and 

Sewage  Treatment 
Equipment 

47  _  Pipe,  Tubing,  Hose  and 

Fittings 

48  -  Valves 

49  _  Maintenance  and  Repair 

Shop  Equipment 

6220 -  Inspection  Gages 

53  (except  5346  Hardware 

and  5350) . 

64  (except  5440) .  Prefabricated  Structures 

55  (except  5520)  Lumber,  Plywood,  and 

•  Veneer 


§  737.6—101  IViM-ediires. 

§  737.f>— 101— 'i  Kcaliiatioii  of  HhI*  and 
I'ropo.sals. 

(a>  Procedure  for  Subinission  to 
Secretary.  Propose  ’  awards  submitted  for 
Secretarial  decision  shall  be  submitted 
via  the  Chief  of  Naval  Material  (MAT 
0212)  with  (1)  a  recommendation  sup¬ 
ported  by  relevant  facts,  including  the 
amount  of  applicable  duty  as  verified  by 
the  Bureau  of  Customs,  and  (2»  one  copy 
each  ot  the  bids  or  offers  to  be  considered, 
and  (3)  an  abstract  of  bids.  To  ensure 
that  the  Navy  in  no  case  buys  domestic 
or  foreign  end  products  when  they  are 
available  from  Defense  inventories,  the 
requirement  shall  be  carefully  screened 
against  Department  of  Defense  excess 
and  surplus  materials  before  submission 
of  the  proposed  award  to  the  Secretary. 
The  results  of  such  screening  shall  be 
reported  in  the  statement  of  facts.  Ap¬ 
propriate  provision  should  be  made  for 
extending  the  date  of  acceptance  of  bids 
or  offers  to  permit  sufficient  time  for 
orderly  transmission  and  Secretarial 
consideration. 


i  i.">i 

§  737.6—104—6  C'.ontracl  .4clnuni^tration. 

Any  discovei’y  that  in  the  performance 
of  a  contract  there  has  been  a  failure  to 
comply  with  the  provisions  of  the  Buy 
American  Act  clause  (§  6.104-5)  shall  be 
reported  immediately  with  the  name  of 
the  contractor,  to  the  Chief  of  Naval 
Material.  (MAT  024) . 

§  737.6—200  Buy  Amerii-an  \«T — 
Mrurtion  ('.onlract^. 

§  737.6—203  Exocpliuns. 

§  7.37.6—203—1  !\<inavai1al»ilily  in  llu* 
Unilvd  .''lalo. 

Determinations  that  supplies  may 
be  exempt  from  the  prohibitions  of  the 
Buy  America  Act  in  accordance  with 
§  18.508  shall  be  made  in  the  manner,  and 
subject  to  the  requirements,  prescribed 
in  §  737.6-103-2. 

§  737.6—204  I’nivcdures. 

§  737.6— 201— .3  Kvaliiation  of  Biil>  and 
Proposal.^. 

(a)  Bids  or  proposals  requiring  a 
determination  in  accordance  with  §  18.- 
509-3  shall  be  submitted  to  the  Secre¬ 
tary  of  the  Navy  via  the  Chief  of  Naval 
Material  (MAT  021)  and  shall  contain 
the  following  information: 

( 1 )  Description  of  materials,  including 
unit  and  quantity  • 

(2)  Estimated  cost: 

(3*  Location  of  construction  project. 
(4)  Name  and  addres.s  of  proposed 
contractor;  and 

<5)  Basis  for  determination  of  im¬ 
practicability  of  using  domestic  materials. 

§  737.6—300  Appropriutiun  \«-t  Ke'-lric- 
liuris  oil  PrtM'iirvniont  of  ror<*igii  Sup¬ 
plies. 

§  737.6— .304  PriM-edure>*. 

§  737.6—301—1  Proeurenieiil  of  Food, 
Clothing,  Wo>en  Silk  and  AA'uv(‘ii  .Silk 
Blends,  Spun  Silk  Yarn  for  (iariridge 
C'.loth,  Synthetic  Fabric  or  C'.oated  Syn¬ 
thetic  Fabric.  Items  Containing 
Mohair  or  (lotion,  or  Specialty 
Metals. 

(а)  Request  for  a  Secretarial  determi¬ 
nation  that  supplies  identified  in 
§  6.304-1  (that  are  not  listed  in  §  6.105) 
cannot  be  pi-ocured  as  and  when  needed 
at  United  States  market  prices  will  be 
forwarded  to  the  Secretai-y  of  the  Navy 
via  the  Chief  of  Naval  Material  (MAT 
021);  except  that  requests  for  determi¬ 
nations  for  specialty  metals  may  be 
granted  by  the  Head  of  the  Procuring 
Activity  if  the  total  cast  of  the  procure¬ 
ment  is  not  in  excess  of  $  1,000.000 
and  by  the  Deputy  Chief  of  Naval 
Material  (Procurement  and  Pro¬ 
duction)  if  the  total  cost  of  the  procure¬ 
ment  is  in  excess  of  $1,000,000.  Request 
for  a  determination  shall  contain  the 
following  information: 

(1)  Destription  of  item  or  items,  in¬ 
cluding  unit  and  quantity : 

(2)  Estimated  cost: 

(3)  Country  of  origin: 

(4)  Name  and  address  oi  proposed 
contractor; 

(5)  Statement  as  to  necessity  for  pro¬ 
curement;  and 

(б)  Basis  for  determination  of  iu\- 
Teasonableness  of  domestic  prices. 
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§  737.^700  Military  Assistance  Pro-  §  737«6— 705— 3  ‘  Contract  Qausc. 

gram  Procurements. 


§  737.6—400  Purchases  from  Soviet  Con¬ 
trolled  Areas. 

§  737.6—402  Exceptions. 

(a)  Determinations  made  by  contract¬ 
ing  oflBces  under  §  6.402(b)  (i)  (for 
purchases  not  exceeding  $2,500)  shall  be 
reduced  to  writing  and  made  a  part  of  the 
appropriate  contract  file. 

<b)  Where  Secretarial  approval  is  re¬ 
quired  by  §  6.402(b)  (ii)  (for  pur¬ 
chases  exceeding  $2,500),  requests  for 
approval  shall  be  fon^’arded  to  the  Sec¬ 
retary  of  the  Navy  via  the  Chief  of  Naval 
Material  (MAT021)  and  shall  contain 
full  justification,  with  all  pertinent  de¬ 
tails,  for  effecting  the  proposed  procure¬ 
ment  from  a  source  within  a  Soviet-con¬ 
trolled  area. 

§  737.6—500  Canadian  Purchases. 

§  737.6—503  Agreement  With  Depart¬ 
ment  of  Defense  Production  (Can¬ 
ada). 

(a)  The  agreement  with  the  Canadian 
Commercial  Corporation  dated  27  July 
1956,  as  amended  17  December  1956,  31 
May  1957,  6  January  1961  and  15  Octo¬ 
ber  1962,  shall  be  incorporated  by  refer¬ 
ence  in  contracts  placed  with  that  Cor¬ 
poration. 

(b)  Waiver  of  Requirement  Under  tO 
V.S.C.  2306(f)  (PX.  «7-653).  Pursuant  to 
the  requirement  of  §  3.807-3 (a)  with 
respect  to  the  submission  of  cost  or  pric¬ 
ing  data  and  the  certification  thereto 
is  waived  for  contract  awards  made  to 
the  Canadian  Commercial  Corporation 
until  30  June  1976. 

§  737.6-600  Duly  and  Customs. 

§  737.(>— 603  Emergency  Purchases  of 
War  Materials  Abroad. 

§  737.(>— 60.3— 4—  Custom  Entries  and 
Duty-Free  Certificates, 

(a)  Where  the  shipment  will  enter  the 
United  States  at  the  Port  of  New  York, 
the  contracting  ofBcer  shall  instruct  the 
contractor  or  the  subcontractor,  as  the 
case  may  be,  to  forward  a  copy  of  the 
shipping  document  (in  addition  to  the 
memorandum  copy  forwarded  to  the 
designated  Government  representative) 
to  the  District  Director  of  Customs  at  the 
port  of  entry.  If  the  shipment  moves  on  a 
Government  bill  of  lading,  sufficient 
copies  of  the  shipping  documents  will  be 
furnished  to  the  contractor  or  subcon¬ 
tractor  for  this  purpose. 

(b)  Commercial  customs  brokers,  who 
act  as  agents  on  a  fee  basis  for  private 
Importers,  are  not  authorized  to  act  as 
agents  for  the  Government,  and  appro¬ 
priations  are  not  available  for  the  pay¬ 
ment  of  custom  broker’s  fees.  Any  request 
by  a  broker  for  compensation  or  duty¬ 
free  entry  certificate  shall  be  forwarded 
immediately,  with  all  pertinent  informa¬ 
tion  available,  to  the  Chief  of  Naval 
Material. 

§  737.(W603— 5  Immediate  Release  Per¬ 
mits. 

The  Chief  of  Naval  Material  shall  have 
the  sole  responsibility  and  authority 
within  the  Navy  to  issue  Immediate  re¬ 
lease  permits. 


§  737.6—702  Determinations  and  Ap¬ 
provals. 

(a)  Procurement  of  items  for  the  Mili¬ 
tary  Assistance  Program  which  are  based 
on  the  exception  in  §  6.702(a)  (i)  shall 
be  made  only  if  the  procurement  is  J«)- 
proved  by: 

(1)  The  Deputy  Chief  of  Naval  Mate¬ 
rial  (Procurement  and  Production)  if  the 
procurement  is  estimated  to  exceed  $10,- 
000; 

(2)  The  head  of  the  procuring  activity 
or  his  immediate  deputy,  if  the  amount 
is  estimated  not  to  exceed  $10,000; 

(3)  The  principal  staff  office  within 
the  procuring  activity  concerned,  if  the 
amount  involved  is  estimated  not  to  ex¬ 
ceed  $1,000. 

(b)  Before  granting  such  approval,  or 
making  such  a  determination,  the  ap¬ 
proving  authority  shall  consider  the 
feasibility  of  foregoing  the  requirement 
or  providing  a  U.S,  substitute. 

§  737.6—705  U.S./.Australian  Offset 
Agreement  Under  the  Foreign  Mili¬ 
tary  Sales  (FMS)  Program. 

§  737.6-705-1  General. 

As  a  result  of  discussions  between  U.S. 
Department  of  Defense  and  Australian 
Department  of  Defence,  the  U.S.  has 
agreed  to  a  combined  industry  and  DOD 
offset  objective  of  twenty-five  percent 
(25%)  of  the  value  of  major  Australian 
orders  for  U.S.  military  equipment. 
Major  orders  have  been  defined  as  those 
of  at  least  $500,000  in  value.  A  blanket 
type  offset  not  keyed  to  specifically  iden¬ 
tified  foreign  military  sales  is  rather 
imique.  Satisfying  this  offset  objective 
will  be  a  long  range  proposition  (within 
a  five-year  period  after  the  first  delivery 
tmder  the  FMS  order) .  Over  this  period, 
a  variety  of  different  means  to  accom¬ 
plish  the  offset  objective  will  be  con¬ 
sidered.  However,  U.S.  contractors  bene- 
fitting  from  the  Australian  FMS  actions 
have  the  primary  responsibility  of  satis¬ 
fying  the  offset  requirement. 

§  737.6—705—2  Background. 

The  Australian  Department  of  Defence, 
has  indicated  that,  in  advance  of  FMS 
actions,  the  U.S.  firm  expected  to  per¬ 
form  the  contract  will  be  contacted  with 
a  view  to  making  arrangements  for  that 
U.S.  firm  to  subcontract  from  Australian 
sources.  FMS  actions  indicated  on  DD 
Form  1513  shall  refer  to  these  arrange¬ 
ments.  However,  if  there  is  no  identifica¬ 
tion  or  reference  to  such  arrangements, 
action  shall  be  taken  to  determine  If 
there  are  such  arrangements  and  if  not, 
the  Australian  Department  of  Defence 
shall  be  queried  as  to  whether  they  In¬ 
tend  to  undertake  such  an  effort.  Each 
major  FMS  action  will  have  to  be  ex¬ 
amined  carefully  to  determine  exactly 
what  arrangements  the  Australian  De¬ 
partment  of  Defence  has  concluded.  It  is 
anticipated  that  these  arrangements  will 
represent  component  purchases  from 
Australian  sources  for  inclusion  In  the 
defense  system  being  purchased  by  the 
Australian  Department  of  Defence. 


A  provision  is*  clearly  desirable  in  the 
contract  that  UB.  contractors  benefit- 
ting  substantially  from  the  Austrahan 
FMS  order  will  be  expected  to  try  to  meet 
the  offset  objective.  The  provision  would 
have  a  two-fold  objective:  (a)  to  speci¬ 
fically  place  upon  the  U  S.  ccmtrswjtor  the 
responsibility  for  attempting  to  meet  the 
offset  Eind  (b)  to  provide  a  requirement 
for  reporting  its  efforts  to  achieve  this 
objective.  The  substance  of  the  following 
provision  shall  therefore  be  Included  in 
each  FMS  contract  exceeding  $100,000 
(imless  it  is  clearly  not  feasible)  where 
offset  procurement  from  Australia  is 
appropriate: 

Offset  Peocxtrement 

(1)  The  contractor  recognizes  that  It  has 
responsibility  upon  receipt  of  this  contract 
to  solicit  to  the  maximum  extent  practicable 
In  Australia  for  a  minimum  of  (percentage) 
or  (dollar  value  award).  This  is  In  accord 
with  arrangements  between  the  contractor 
and  Australia. 

(2)  The  contraetor  win  report  quarterly 
the  foUowlng  Information  to  the  contxsaetlug 
officer: 

(1)  Solicitations  offered  to  AttstraUan  in¬ 
dustry  (Item  and  value). 

(2)  Subcontracts  or  orders  fdaced  in  Aus¬ 
tralia  (Item  and  value) . 

(3)  Status  of  delivery  under  subcontracts 
or  orders  placed  In  Australia. 

(3)  The  substance  of  this  provlslcm  shall 
be  placed  In  all  subcontracts  awarded  to  U.S. 
companies  which  appear  to  offer  a  signifi¬ 
cant  opportunity  for  further  subcontracting. 

In  utilization  of  the  above  clause,  the 
percentage  to  be  stated  or  the  value 
designated  should  not  be  less  than 
twenty-five  percent  (25%)  of  the  con¬ 
tract  value.  A  larger  percentage  may  be 
Indicated  where  the  contractor  has 
agreed  with  the  Australian  Department 
of  Defence  to  place  more  than  twenty- 
five  percent  (25%)  of  the  contract  value 
with  the  Australian  sources.  Obviously, 
where  such  arrangements  between  Aus¬ 
tralia  and  the  specific  U.S.  contractor 
have  not  occurred,  there  will  be  consider¬ 
able  difBculy  in  achieving  the  DOD  off¬ 
set  objective.  The  contractor  should 
clearly  understand  that  he  has  a  respon¬ 
sibility  to  attempt  to  achieve  this  offset 
objective. 

§  737.6—800  Balance  of  Payments  Pro¬ 
gram— Offshore  Procurement. 

§  737.(>— 805-2  Procurement  limita¬ 
tions. 

Pursuant  to  the  provisions  of  §  6.805-2 
(b)(1),  authority  to  make  the  deter¬ 
minations  required  by  S  6.805.2(a)  (v) 
and  (xl)  for  procurements  estimated 
not  to  exceed  $100,000  is  delegated  by  the 
Cfhief  of  Naval  Material  to  the  following 
individuals: 

Chief  of  Naval  Research 
Chief,  Bureau  of  Medicine  and 
Surgery 

Chief  of  Naval  Personnel 
Oceanographer  of  the  Navy 
Commander,  Naval  Air  Systems 
Command 

Commander,  Naval  Electronics  Sys¬ 
tems  Command 
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Commander,  Naval  Sea  Systems 
Command 

Commander.  Naval  Supply  Systems 
•  Command 

§  737.6—805—5  llfte  of  Excess  United 
Stales-Owned  Foreign  Currencies  for 
Payment  of  Contracts  in  Foreign 
(^untrics. 

(a)  DOD  Directive  5100.29  directed 
the  military  services  to  implement  the 
policy  of  utilizing  U.S.-owned  foreign 
ciurencies  for  payment  of  contracts  in 
foreign  covmtries.  The  Secretary  of  the 
Navy  has  designated  the  Navy  Comp¬ 
troller  as  responsible  for  preparing  the 
consolidated  Navy  report  required  by  the 
DOD  Directive.  The  NAVCOMPT  has  is¬ 
sued  paragraph  046404  of  the  Navy 
Comptroller’s  Manual  directing  disburs¬ 
ing  ocers  to  forward  reports  to  the  Navy 
Comptroller. 

(b)  Contracting  ofiBcers  negotiating 
contracts  for  supplies  or  services  in  Ex¬ 
cess  or  Near-Excess  Ciurency  countries 
as  set  forth  in  NAVCOMPT  Manual 
042552-2d  will  become  familiar  with  the 
general  policy  of  utilizing  U.S.-owned 
foreign  excess  and  near-excess  ciuren- 
cies.  When  the  Contracting  Officer  de- 
terimnes  in  accordance  with  the  criteria 
set  forth  below  that  it  is  not  feasible  to 
utilize  available  excess  or  near-excess 
currencies  he  will  execute  the  certificate 
set  forth  below.  This  certificate  will  be 
made  a  part  of  the  contract  file.  One 
copy  of  this  certificate  will  be  forwarded 
to  the  designated  paying  office.  The  cer¬ 
tificate  will  read  as  follows: 

Contract  Certification 

I  hereby  certify,  as  required  pursuant  to 
Department  of  Defense  Directive  5100.29, 
dated  October  22,  1965,  and  under  the  au¬ 
thority  delegated  to  me,  that  it  was  not 
feasible  to  make  payment  from  foreign  cur¬ 
rency  owned  by  the  United  States  Govern¬ 
ment  under  this  contract  in  the  country  of 

- In  the  amount  of  $ _ for 

the  reason  stated  below: 

(Cite  the  criterion  applicable  in  the  In¬ 
stant  case) 

Signature 


(Name  and  title  of 
person  executing 
this  certification) 

Criteria 

The  following  criteria  shall  be  used  in 
determining  that  payment  of  certain  con¬ 
tracts  In  foreign  currencies  is  not  feasible. 

1.  The  Treasury  Department  is  not  hold¬ 
ing  excess  or  near-excess  foreign  currencies 
in  the  country  Involved. 

2.  The  contract  is  awarded  in  a  foreign 
country  where,  to  the  extent  provided  by  a 
treaty  or  Executive  Agreement,  or  local  laws, 
payments  are  required  to  be  made  in  U.S. 
currency. 

3.  The  contract  provides  for  payment  in 
U.S.  currency  to  the  extent  necessary  to  cover 
contractors  validated  direct  U.S.  currency 
costs  of  the  United  States  export  content  of 
the  procurement  Involved. 

4.  llie  contract  does  not  exceed  $500. 

5.  The  contract  does  not  exceed  $10,000  and 
is  for  a  need  which  is  compelling  and  of  such 
unusual  urgency  that  serious  injury  to  the 
U.S.  Government  would  likely  be  Incurred 
if  payment  in  foreign  currency  were  to  be 
insisted  upon. 

6.  Evaluation  of  the  contract  proposals 
has  resulted  in  the  determination  that  pay¬ 


ment  in  foreign  currency  would  increase  the 
costs  to  the  U.S.  Government  or  to  DOD 
appropriations. 

§  737.6—900  Government  -  to  -  Govern¬ 
ment  Agreements  and  Coordination 
With  Overseas  Commands. 

§  737.6—902  U.S./Australian  Contract 
Administration  Services  Agreement. 

(a)  The  U.S./ Australian  Contract  Ad¬ 
ministration  Services  Agreement  of  17 
March  1973  provides  for  the  administra¬ 
tion  of  Department  of  Defense  contracts 
by  the  Australian  Government  where 
performance  of  contract  administration 
services  in  Australia  is  required.  The 
Agreement  sets  forth  the  following: 

United  States-Austraeia 

Australian  Contract  Administration 
Procedure 

Definition.  Contract  administration  en¬ 
compasses  all  those  necessary  actions  to  be 
accomplished  in  the  field,  for  the  benefit  of 
the  U.S.  DOD  purchasing  office,  which  are 
necessary  to  the  performance  of  the  contract 
or  in  support  of  the  purchasing  office. 

Purpose.  In  general,  contract  administra¬ 
tion  includes  the  following  matters: 

1.  Be  responsible  for  assuring  compliance 
with  the  terms  of  the  contract; 

il.  Serve  as  a  focal  point  regarding  status 
of  delivery,  production,  quality  of  material 
and  other  pertinent  matters; 

ill.  Advise  the  U.S.  DOD  purchasing  office, 
as  appropriate,  on  all  pertinent  matters  re¬ 
lated  to  the  administration  of  the  contract. 

Procedure.  The  U.S.  DOD  purchasing  office 
Issuing  a  contract  may  request  performance 
of  contract  administration  in  Australia.  Re¬ 
quests  for  contract  administration  shall  be 
directed  to  the  Australian  Government,  De¬ 
partment  of  Supply,  Attention  Assistant  Sec¬ 
retary  of  Sales  and  Aid  Branch,  Canberra 
ACT  2600  Australia,  with  a  copy  of  each  re¬ 
quest  forwarded  to  Chief.  U.S.  DOD  Procure¬ 
ment  Information  Office  (PIO),  %  Depart¬ 
ment  of  Supply,  Constitution  Avenue,  Can¬ 
berra  ACT  2600  Australia.  Each  request  shall 
be  accompanied  by  a  copy  of  the  contract  and 
will  Indicate  the  specific  matters  of  contract 
administration  the  U.S.  DOD  purchasing 
office  desires  to  be  performed. 

Scope.  Normally,  the  following  contract 
administration  functions  will  be  performed 
by  the  Department  of  Supply  at  the  request 
of  the  UB.  DOD  purchasing  office: 

i.  Review  and  evaluate  contractor’s  price 
proposals. 

il.  Monitor  contractor’s  financial  condition 
so  as  to  assure  contract  performance  is  not 
jeopardized. 

ill.  Perform  production  surveillance  and 
report  potential  slippages  in  contract  delivery 
schedules. 

Iv.  Assure  contractor’s  compliance  with  all 
Australian  laws  that  may  affece  its  perform¬ 
ance  under  the'con tract. 

v.  Perform  transportation  management  as 
necessary. 

Vi.  Review  and  evaluate  preservation,  pack¬ 
aging  and  packing  to  assure  adequate  pro¬ 
tection  to  present  damage  in  transit. 

vll.  Review  contractor’s  engineering  as  it 
affects  contract  performance. 

vlil.  Assist  in  settlement  of  terminations 
for  convenience. 

lx.  Provide  oversight  function  to  assure 
contractor  accountability  for  U.S.  Govern¬ 
ment  furnished  property. 

X.  Review  and  effect  changes  as  necessary 
to  assure  plant  safety  and  security. 

xl.  Perform  such  other  contract  adminis¬ 
tration  functions  as  may  be  requested  and 
which  are  witliln  the  contract  administra¬ 
tion  functions  of  the  Department  of  Supply. 


xU.  Maintain  liaison  with  the  UB.  DOD 
purchasing  office  and  advise  as  necessary  on 
any  matters  including  those  listed  above  that 
may  affect  performance  under  the  contract. 

DEPARTMENT  OF  SUPPLY  PROCEDURE. 

A  contract  approving  officer  of  the  Depart¬ 
ment  of  Supply  will  be  responsible  for  carry¬ 
ing  out  the  contract  administration  func¬ 
tions  described  in  paragraphs  above  titled 
Procedure  and  Scope.  He  may  call  upon 
other  representatives  of  the  Department  of 
Supply  possessing  special  skills  or  because 
of  their  geographic  location  to  assist  him 
in  performing  contract  administration.  It  will 
be  his  responsibility  to  immediately  advise 
the  U.S.  DOD  purchasing  office  of  any  mat¬ 
ter  that  may  adversely  affect  contract  per¬ 
formance.  For  this  purpose,  it  will  be  his 
decision  whether  such  advice  shall  be  trans¬ 
oceanic  telephone,  by  telegraphic  communi¬ 
cation,  or  by  letter. 

The  U.S.  DOD  purchasing  office  may  pro¬ 
vide  UB.  personnel  to  perfmrm,  participate 
or  sisslst  in  contract  administration.  This 
normally  would  occur  only  where  the  sup¬ 
ply  or  service  required  by  the  contract  is 
of  such  sensitive  or  critical  nature  that  first 
hand  observation  and  participation  by  UB. 
personnel  is  essential. 

§  737.6-93  Coordination  With  Overseas 
Commands  and  Activities  Procure¬ 
ments  in  Europe  will  be  governed  by 
tiie  following: 

(a)  The  Naval  Regional  Procurement 
Office,  Naples,  serves  as  an  area  and  cen¬ 
tralized  buying  activity  for  naval  activi¬ 
ties  in  Europe,  Africa,  Iceland,  and  Mid¬ 
dle  East,  operating  forces  in  European 
waters,  for  all  activities  when  purchase  is 
effected  in  Europe;  and  such  other  area 
activities  and  operating  forces  as  may  be 
required.  The  Defense  Contract  Audit 
Agency,  New  York  Branch,  provides  cost 
and  audit  information  and  support. 

(b)  Naval  activities  having  require¬ 
ments  that  can  be  satisfied  only  by  Euro¬ 
pean  sources  will  normally  forward  their 
requisitions  to  the  Naval  Regional  Pro¬ 
curement  Office,  Naides.  This  does  not 
relieve  such  activities  from  complying 
with  current  Balance  of  Payments 
directives. 

(c)  Exceptions.  The  following  does  not 
apply  to  sub-paragraphs  (a)  and  (b) 
above: 

( 1 )  Procurement  of  complete  vessels  or 
aircraft. 

(2)  Procurement  of  equipment  requir¬ 
ing  servicing  by  representatives  of  for¬ 
eign  companies. 

(3)  Procurements  within  an  activity’s 
authorized  purchase  authority  when 
material  is  readily  available  overseas 
(outside  CONUS) . 

(4)  Procurements  of  aviation  support 
items. 

(5)  Other  specific  exceptions  as  may 
be  granted  by  the  Naval  Supply  Systems 
Command. 

(d)  Contracting  Officers  utilizing  any 
of  the  above  exceptions  will: 

(1)  Ascertain  the  existence  and  appli¬ 
cation  of  any  Govemment-to-<3overn- 
ment  agreements  and,  subject  to  the  pro¬ 
visions  of  §  1.109-4  regarding  con¬ 
flicts  with  ASPR  provisions  based  on 
requirements  of  law,  shall  comply  with 
such  agreements. 

(2)  Prior  to  commencement  of  nego¬ 
tiations  with  a  United  Kingdom  supplier, 
contact  the  Naval  Regional  Procurement 
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OflEice.  Naples,  Contract  Administration 
Branch,  London,  England,  for  (i)  a  de¬ 
termination  of  whether  the  proposed 
supplier  holds  any  U.S.  furnished  tool¬ 
ing,  (ii)  for  advice  as  to  the  procedures 
to  assure  that  no  rental  charges  payable 
to  Her  Majesty’s  Government  will  be  in¬ 
cluded  in  price  charged,  and  (iii)  for 
Information  relating  to  the  elimination 
of  research  and  development  charges  on 
certain  British  Manufactured  products. 

§  7.37.6—1000  Exemption  of  Certain 
('ontraets  ^'ith  Foreign  Contractors 
From  the  Requirement  for  an  Exami* 
nation  of  Re<"ords  CJause. 

§  737.6-1001  Statutory  Requirements. 

The  report  required  by  §  6.1001(b)  of 
determinations  under  §  6.1001(a)  (li) 
shall  be  prepared  by  the  Chief  of  Naval 
Material  (MAT  021)  and  submitted  for 
Secretarial  signature. 

§  737.6—1003  Requests  fm*  Determina¬ 
tions  and  Findings. 

Requests  for  determinations  and  find¬ 
ings  under  S  6.1001(a)  shall  be  sub¬ 
mitted  through  normal  procurement 
channels  to  the  Chief  of  Naval  Material 
(MAT  021)  for  processing. 

§  737.6-1100  Use  of  United  States- 
Owned  Foreign  Currency  for  Pay¬ 
ment  of  Contracts. 

§737.6-1106  Awards. 

§737.6-1106-3  Awards  Ret^iring  Ap¬ 
proval  by  Higher  Authority. 

(a)  The  appropriate  official  in  the  De¬ 
partment  of  toe  Navy  to  whom  proposed 
procurements  shall  be  referred  as  re¬ 
quired  by  §  6.1106-3  is  the  Comptroller 
of  toe  Navy  (NCB-133).  Such  referral 
shall  be  direct  from  the  contracting  of¬ 
ficer  and  shall  contain  the  information 
required  by  S  6.1106-3. 

Subpart  G — Contract  Clauses 

§  737.7—100  Clauses  for  Fixed-Price 
Supply  Contracts. 

§  737.7—104  Qauses  To  Be  Used  When 
Applicable. 

Excess  Profit, 
to  5  7.104-ll(c). 


see 


Progress  Payments. 


§  737.7-104-11 

With  respect 
§  737.33-201. 

§  737.7-104-501 

The  clause  set  forth  below  Is  author¬ 
ized  for  use  in  fixed-price  supply  con¬ 
tracts  where  progress  payments  on  toe 
basis  of  completion  of  toe  contract  are 
permitted  by  §  30.5  (see  in  particular 
paragraph  501) . 

(a)  Progress  Payments  (Oct.  1963). 
Payments  of  the  contract  price  shall  be 
made  as  follows; 

(1)  Seventy-five  percent  (75  percent) 
(percentage  may  be  varied  by  toe  procur¬ 
ing  activity)  of  the  contract  price  shall 
be  paid  as  progress  payments  in  accord¬ 
ance  with  the  provisions  of  this  para¬ 
graph  1.  The  Contractor,  from  time  to 
time  as  the  work  progresses,  but  not  more 
frequently  than  once  a  week,  may  submit 
Invoices  to  the  Field  Contract  Adminis¬ 
trator  for  certification  by  him  as  to  toe 


percentage  of  completion  of  performance 
of  toe  entire  contract.  The  amount  of 
each  such  invoice  shall  be  that  percent¬ 
age  of  toe  total  contract  price  equal  to 
the  perc^tage  of  completion  of  the  con¬ 
tract,  as  so  certified  by  the  Field  Con¬ 
tract  Administrator,  such  siun  to  be  less 
any  amounts  previously  billed  for  prog¬ 
ress  pa3nnents.  Progress  payments  shall 
be  made  to  the  Contractor  of  seventy- 
five  percent  (75  percent)  of  the  net 
amount  of  each  invoice  so  submitted 
and  certified.  If  upon  delivery  and  ac¬ 
ceptance  of  all  supplies  called  for  by  this 
contract,  seventy-five  percent  (75  per¬ 
cent)  of  the  tot^  contract  price  has  not 
been  paid  under  this  paragraph  1,  any 
balance  of  such  seventy-five  percent  (75 
percent)  shall  be  paid  upon  submission 
of  a  properly  certified  invoice. 

(2)  Twenty-five  percent  (25  percent) 
of  the  contract  price  of  each  item  shall  be 
paid  upon  delivery  and  acceptance 
thereof  upon  the  submission  of  properly 
certified  Invoices  showing  the  items  de¬ 
livered.  the  contract  price  of  each,  and 
toe  statement  “twenty-five  percent  (25 
percent)  due  upon  delivery.” 

(b)  Any  and  all  progress  payments 
made  hereunder  shall  be  secured,  when 
made,  by  a  lien  in  favor  of  the  Govern¬ 
ment  upon  the  supplies  contracted  for 
on  account  of  all  payments  so  made  and 
on  all  material  and  other  property  ac¬ 
quired  for  or  allocated  to  the  perform¬ 
ance  of  this  contract  (except  to  the  ex¬ 
tent  that  toe  Government,  by  virtue  of 
any  other  provision  of  this  contract,  or 
otherwise,  shall  have  valid  title  to  such 
supplies,  materials,  or  other  property)  as 
against  other  creditors  of  the  Contrac¬ 
tor.  If  such  property  is  not  Identified  by 
marking  or  segregation,  the  Government 
shall  bd  deemed  to  have  a  lien  upon  a 
proportionate  part  of  any  mass  of  prop¬ 
erty  with  which  such  property  Is  com¬ 
mingled.  Any  lien  provided  for  by  virtue 
of  this  clause  Is  paramount  to  all  other 
liens  under  the  provisions  of  10  UBuC. 
7521. 

(c)  The  Contractor,  to  the  extent  de¬ 
termined  necessary  and  practicable  by 
the  Field  Contract  Administrator,  shall 
identify  by  marking  or  segregation  of  all 
property  which  is  subject  to  a  lien  In 
favor  of  the  (jovemment  by  virtue  of  any 
provision  of  this  contract  in  such  a  way 
as  to  Indicate  that  It  is  subject  to  such 
lien  and  that  it  has  been  acquired  for 
or  allocated  to  the  performance  of  this 
contract.  In  any  event,  the  Contractor 
shall  maintain  adequate  accounting  con¬ 
trol  over  such  property  on  Its  books  and 
records. 

(d)  In  the  event  that  the  Contractor 
shall  procure  or  maintain  insurance  upon 
any  materials  or  other  property  upon 
which  a  lien  exists  In  favor  of  the  Gov¬ 
ernment  pursuant  to  the  terms  of  this 
contract,  the  policy  or  policies  shall  con¬ 
tain  a  loss  payable  clause  making  losses 
payable  to  the  Secretary  of  the  Navy 
on  order.  Any  payments  hereunder  shall 
inure  to  the  benefit  of  the  Government 
to  the  extent  of  any  loss  suffered  by  the 
Government  and  to  the  Contractor  as  to 
any  remaining  balance."  The  foregoing 
provisions  shall  not  be  deemed  to  require 


that  the  Contractor  procure  or  maintain 
any  such  Insurance. 

(e)  The  clause  of  this  contract  en¬ 
titled  “Payments”  Is  hereby  superseded 
and  deleted. 

§  737.7—104—502  Invoicing  Instructions 

for  Multiple  Destinations.  ,  ’ 

(a)  Generally,  a  separate  billing  for 
each  destination  Is  required  by  disburs¬ 
ing  officers  to  facilitate  abstracting  pub¬ 
lic  vouchers  to  receiving  activities.  Since 
Invoicing  instructions  that  accompany 
contracts  and  orders  do  not  clearly  state 
that  a  bill  shall  cover  supplies  designateci 
for  one  destination  only,  the  following 
provisions  shall  be  incorporated  in  the 
appropriate  purchase  dociunent  as  pro¬ 
vided  below  when  more  than  one  receiv¬ 
ing  activity  Is  Involved: 

(1)  Invitation  for  Bids  and  Reque.st  for 
Proposals  (Standard  Form  33) ;  In  con¬ 
nection  with  Paragraph  13  of  the  Terms 
and  Conditions  entitled  “Seller  In¬ 
voices,”  a  separate  Invoice  shall  be  pre¬ 
pared  and  submitted  In  quadruplicate 
for  each  activity  designate  to  receive 
supplies  or  services. 

(2)  Negotiated  contracts  and  orders: 

A  separate  invoice  shall  be  prepared 
and  submitted  In  quadruplicate  for  each 
activity  designated  to  receive  the  sup¬ 
plies  or  services. 

(b)  In  cases  where  (1)  Inspection  and 
acceptance  are  at  contractor’s  plant,  and 
(2)  the  contractor’s  costs  for  individual 
billing  to  multiple  destinations  are  con¬ 
sidered  disproportionate  to  the  cost  of  the 
material  to  be  delivered,  the  contracting 
officer  may  deviate  from  this  policy  enun¬ 
ciated  herein  by  authorizing  a  consoli¬ 
dation  of  invoices  at  the  election  of  the 
contractor.  In  such  Instances,  the  con¬ 
tracting  officer  shall  substitute  the  fol¬ 
lowing  clauses  In  lieu  of  the  clauses  pre¬ 
scribed  in  paragraph  (a)  of  this  section: 

(i)  Invitation  for  Bids  and  Request  for 
Proposals  (Standard  Form  33) :  In  con¬ 
nection  with  Paragraph  13  of  the  Terms 
and  Conditions,  entitled  “Sellers  In¬ 
voices.”  the  contractor  may  elect  to  pre¬ 
pare  and  submit  his  invoices  in  either  of 
the  following  ways;  (a)  a  separate  in¬ 
voice  in  quadruplicate  for  each  activity 
designated  to  receive  the  supplies  or 
services;  or  (b)  a  consolidated  Invoice 
in  quadruplicate  covering  all  shipments 
delivered  hereunder. 

(ii)  Negotiated  contracts  and  orders: 
'The  contractor  may  elect  to  prepare 
and  submit  his  Invoices  in  either  or  two 
ways:  (a)  a  separate  invoice  in  quadru¬ 
plicate  for  each  activity  designated  to  re¬ 
ceive  the  supplies  and  services;  or  (b) 
a  consolidated  invoice  in  quadruplicate 
covering  all  shipments  delivered  hereun¬ 
der. 

§737.7-104-504  Ccrlificale  of  Confer¬ 
ence  Option  Clause. 

The  following  clause  Is  approved  for 
use  in  fixed-price  supply  type  contracts, 
and  to  the  extent  applicable  to  other 
type  contracts,  which  provide  for  source 
Inspection  under  conditions  specified  In 
§  14.306(c). 

(a)  Certificate  of  Conformance  Option 
(November  1963)  At  the  option  of  the 
Government,  to  be  exercised  by  the  au- 
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thorized  representative  of  the  cognizant 
inspector,  the  contractor  may  be  required 
to  deliver  any  or  all  of  the  supplies  to  be 
furnished  under  this  contract  without 
IHlor  Government  in£q;>ection  and  to  fur¬ 
nish  In  lieu  of  such  prior  Government 
inspection  a  Certificate  of  Cmiformance 
Statement  to  be  attached  to.  or  included 
on,  all  copies  of  the  applicable  Materiel 
Inspection  and  Receiving  Report,  DD 
Form  250.  One  copy  of  the  statement 
shall  be  signed  by  the  contractor.  The 
statement  ^all  read  substantially  as 
follows: 

I  bereby  certify  that  on  - 


197—  the _ _ shipped 

(Company  name) 

supplies  called  for  by  contract  number - 

via _ on _ 

(bUl  of  lading  or  other 
_ _ _ _ _  in  ac- 


shlpplng  document  identification) 
cordance  with  appUcable  requirements  for 
shipment. 

I  fxuiher  certify  and  the  contractor  war¬ 
rants  that  such  supplies  are  of  the  quality 
specified  In  the  contract  (Including  any  Bp- 
pllcable  specification)  and  In  the  quantity 
Shown  in  the  applicable  Materlel-Inspec- 
tlon-Beport  (DD  Form  2S0). 

Name _ - 

Title  . . . . - . - 

Firm _ 


Date  of  Execution 

Note  that  18  US.C.  1001  prescribes  criminal 
penalties  for  making  false  representations 
to  the  Ooremment. 

(b)  Notwithstanding  any  provision  ot 
the  certificate  referred  to  above,  and 
notwithstanding  any  provision  of  the 
clause  herein  entitled  (insert  title  of  in¬ 
spection  clause),  the  Government  shall 
have  a  reasonable  time  after  receipt  of 
the  supplies  by  the  Government  within 
which  to  Inspect  them.  If  there  are  short¬ 
ages  in  quantity  or  defects  in  material  or 
workmanship,  the  Government  shall  so 
notify  the  contractor  who  shall,  with  all 
possible  speed,  correct  or  replace  the 
short  or  defective  sm^lles.  If  this  con¬ 
tains  a  **Guaranty”  dause,  as  to  any 
conflicts  between  this  subparagraph  (b) 
and  the  “Guaranty”  clause,  the  “Guar¬ 
anty”  clause  shall  govern. 

§  737.7-104-505  Total  Sy  sloni  Respon¬ 
sibility. 

(a)  General.  In  certain  instances 
where  end  item  specifications  have  been 
originated  by  a  contractor,  or  the  con¬ 
tractor  has  agreed  to  be  responsible  for 
the  feasibility,  accuracy,  sufficiency  and 
validity  of  such  specifications,  the  con¬ 
tractor  should  assume  the  risk  that  end 
items  to  be  procured  will  meet  or  exceed 
the  specified  performance  requirements. 
Such  Instances  include,  for  example. 

(1)  Where  the  contractor  generates  or 
develops  specifications  prescribing  both 
performance  requirements  which  an  end 
item  must  meet  as  well  as  the  details  of 
the  design  and  fabrication  of  the  end 
item;  or 

(2)  Where  a  contractor  reviews,  re¬ 
fines  and  substantially  revises  Govern¬ 
ment  specifications  of  such  end  items; 
or 

(3)  Where  a  contractor  has  had  an 
adequate  opportunity  to  review  and  to 
modify  Government-originated  specifi¬ 
cations  for  such  end  items  and  the  con- 
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tractor  has  agreed  mr  win  agree  to  adopt 
the  specifications  as  its  own; 

and  where  in  any  of  the  three  foregoing 
situations  the  Government,  after  such 
generation,  devel(H>inent,  review,  refine¬ 
ment,  revision  or  adoption  of  the  specifi¬ 
cations  by  the  contractor,  makes  no  fur¬ 
ther  modifications  or  makes  only  trivial, 
insubstantial  peripheral  revisions 
thereafter  to  those  specifications.  Unless 
the  context  otherwise  indicates,  “speci¬ 
fications,”  as  used  herein,  include  per¬ 
formance  specifications,  detail  design 
drawings,  or  other  technical  data  pre¬ 
scribing  performance,  design  or  manu¬ 
facturing  requirements,  or  combinations 
of  such  documents. 

(b)  Policy.  Circumstances  suitable  for 
a  contractor  to  assume  total  system  re¬ 
sponsibility  as  described  above  are  fre¬ 
quently  present  in  procurement  where  a 
contractor  reviews,  refines  and  revises 
Government  specifications;  and  In  other 
procurements  from  the  original  de¬ 
veloper  and  designer  of  an  item.  With 
respect  to  other  situations,  however,  the 
Government  should  not  request  a  con¬ 
tractor  to  assume  such  technical  and  fi¬ 
nancial  risks  unless  the  contractor  Is  af¬ 
forded  an  adequate  opportunity  by  one 
means  or  another  to  develop,  or  to  review 
and  modify,  the  specifications.  The 
words  “adequate  ow>ortunlty”  are  in¬ 
tended  to  mean  an  opportunity  which  Is 
more  than  trivial,  unsubstantial  or  pe¬ 
ripheral;  l.e..  an  opportunity  commensu¬ 
rate  with  the  risk  to  be  assumed.  The 
Total  System  Responsibility  CHause  may 
be  adapted  to  apply  to  procurements  in 
which  less  than  total  system  responsi¬ 
bility  is  to  be  assumed  by  a  contractor, 
e.g.,  responsibility  for  a  componet,  assem¬ 
bly,  subsystem,  etc. 

(c)  Clause.  In  the  procurement  circum¬ 
stances  described  in  pargaraph  (a)  of 
this  section,  a  clause  substantially  as  fol¬ 
lows  may  be  used: 

Total  System  Responsibility,  (a)  The  Con¬ 
tractor  has  represented  and  this  contract  has 
been  executed  on  the  basis  that  the  Contrac¬ 
tor  [has  developed/has  reviewed,  refined  and 
substantially  revised*  ]  the  specifications 
(which  term  Includes  drawings)  recited  In 

Section  _  of  this  contract  entitled 

“ - ”  Such  specification  set  forth 

the  performance  requirements  for  the  Con¬ 
tractor’s  proposed  (description  of  end  Item(s) 
of  supplies  or  services].  Accordingly,  not¬ 
withstanding  any  confiict  or  Inconsistency 
which  hereafter  may  be  found  between 
achievement  of  the  aforesaid  performance  re¬ 
quirements  and  adherence  to  the  Contrac¬ 
tor’s  proposed  design  for  the  [end  Item(s)  ] 
to  be  delivered  or  performed  hereunder  will 
meet  or  exceed  the  performance  require¬ 
ments  of  the  said  specifications. 

(b)  ’The  Contractor  hereby  acknowledges 
that  It  has  no  right  to  assert  against  the 
Government,  its  officers,  agents  or  employees, 
any  claims  or  demands  with  respect  to  the 
aforesaid  specifications  as  are  in  effect  on  the 
date  of  award  of  this  contract  (1)  based  upon 
Impossibility  of  performance;  defective,  In¬ 
accurate,  unfeasible.  Insufficient  or  Invalid 
specifications;  implied  warranties  of  suita¬ 
bility  of  such  specifications;  or  (11)  otherwise 
derived  from  the  aforesaid  specifications,  and 
hereby  waives  any  claims  or  demands  so  based 
or  derived  as  might  otherwise  arise. 

(c)  Notwithstanding  the  “Changes”  clause 
or  any  other  clause  of  this  contract,  the  Con¬ 
tractor  hereby  agrees  that  no  changes  to 
aforesaid  specifications  which  may  be  nec- 
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Msary  to  permit  achievement  of  the  perform-  ^ 
anee  requirements  or  any  other  technical  re¬ 
quirements  not  Inconsistent  with  such  per¬ 
formance  requirements  specified  herein  for 
the  Contractor’s  prcq>osed  (end  Item(s)  ] 
shall  entitle  the  Contractor  eltber  to  any  In- 
crecMe  in  the  [fixed  price/target  cost,  target 
price  or  celling  price*]  as  set  forth  in  8ee- 

tl(Xi _ of  this  contract  entitled  “ - 

_ ”  or  to  any  extension  of  the  delivery 

times  for  the  [end  Item(s)  ]  beycmd  those  set 

forth  In  Section _ of  this  contract  en- 

tlUed  “ . . ” 

(d)  Procedure*.  (1)  Evaluation  of  con¬ 
tingency.  Where  a  solicitation  includes 
the  foregoing  provision,  that  solicita¬ 
tion  may  require  offerors  to  submit  alter¬ 
nate  prices  based  upon  performance  of 
the  proposed  contractual  provisions  in¬ 
cluding  and  excluding  the  foregoing 
clause.  The  price  differ«itial  between 
such  alternate  offers,  if  any,  should  be 
evaluated  to  determine  (1)  its  reason¬ 
ableness  and  (ii)  whether  the  differential 
justifies  the  inclusion  of  Total  System 
Responsibility  in  the  contract. 

(2)  Related  provisions.  The  specifica¬ 
tions  referred  to  in  paragraph  (a)  of  the 
foregoing  clause  should  be  enumerated 
in  the  contract  schedule,  identifying 
each  performance  specification  and  each 
specification  of  other  types,  as  applicable. 

§  737.7—105  Additional  danse#. 

The  clauses  set  forth  in  S  7-105  and 
this  NPD  shall  be  used  in  accordance 
with  any  instructions  provided  for  a  par¬ 
ticular  clause,  when  it  is  desired  to  cover 
the  subject  matter  thereof. 

§  737.7—105—4  Notice  of  Shipments. 

The  following  provisions  shall  be  used 
with  the  Notice  of  Shipments  clause  in 
§  7.105-4  and  shall  be  Inserted  immed¬ 
iately  after  the  Notice  of  Shipments 
clause  as  provided  below. 

(a)  Notification  to  Consignee.  (1)  The 
following  clause  shall  be  inserted  in  all 
supply  contracts  where  shipments  are 
to  be  made  in  carload  or  truckload  lots: 

Notice  of  Shipment  to  Consignee  (Oct. 
1963).  Whenever  a  shipment  of  a  carload  or 
truckload  lot  Is  destined  to  a  consignee 
located  less  than  1,000  air  mUes  from  the 
X>olnt  of  shipment  and  Is  tendered  to  a 
carrier  hereunder  (regardless  of  whether 
the  shipment  Is  tran^orted  under  a  com¬ 
mercial  or  Government  bUl  of  lading),  the 
Ckintractor  shall  send  a  prepaid  telegram  to 
the  consignee  the  sfune  day.  The  telegram 
shall  Include  the  foUowlng  Information:  con¬ 
tract  or  order  number;  date  of  shipment; 
brief  description  of  the  commodity  and  how 
packed;  weight  In  pounds  and  number  of 
pieces;  Government  or  commercial  bill  of 
lading  number;  ccxnplete  routing  Including 
car  number  (s)  and  initials  if  by  raU,  or 
number  of  truckloads  if  by  truck;  military 
route  order  number  If  applicable;  and  ulti¬ 
mate  destination  If  to  be  transshipped.  When 
consignee  Is  located  more  than  1,000  air 
miles  from  the  point  of  shipment  and  ship¬ 
ments  are  made  cm  commercial  bills  of  lad¬ 
ing  with  Inspection  at  destination,  the  Con¬ 
tractor  shall  on  the  same  day  send  an  airmail 
letter  to  the  consignee,  which  contains  the 
Information  outlined  above. 

.  When  classified  contracts  are  Involved,  the 
foregoing  clause  will  be  modified  as  appro¬ 
priate  to  provide  that  the  w(Xds  “ccmtract 
Item  number”  will  be  substituted  for  the 
words  “brief  description  of  the  commodity.” 


*1186  appropriate  phrase. 
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(2)  Where  shipments  are  not  to  be  §  737.7—204f-S0  Invoicing  Instructions 
made  in  carload  or  truckload  lots,  the  for  Multiple  Destinations. 


DD  Form  250  (Material  Inspection  and 
Receivingr  Report)  or  the  Government 
bill  of  lading,  as  appropriate,  win  be 
relied  upon  as  the  ustial  notice  of  ship¬ 
ment. 

(b)  Notification  to  Cognizant  Contract 
Administration  Office.  The  following 
clause  shall  be  Insterted  In  all  supply 
contracts  where  shipments  are  made  on 
the  basis  of  destination  Inspection  with 
progressing  and  expediting  to  be  per¬ 
formed  by  the  cognizant  field  contract 
administration  office  at  origin; 

Notice  of  Shipment  to  Cognizant  Contract 
Administration  Office  {Jan.  1966).  Whenever 
a  shipment  Is  made  under  this  contract  (re¬ 
gardless  of  whether  the  shipment  Is  trans¬ 
ported  under  a  commercial  or  Government 
blU  of  lading),  the  Contractor  shall  notify 
the  cognizant  field  contract  administration 
office  by  the  most  exepdlent  means.  The  noti¬ 
fication  shaU  Include  the  following  infor¬ 
mation:  date  of  shipment;  contract  number; 
Item  number  and  quantity  shipped;  and 
name  of  carirer  accepting  shipment  from 
the  contractor.  AU  notifications  made  by 
telephone  shall  be  subsequently  confirmed 
in  writing. 

§  737.7—150  Clause  for  Reserve  Pending 
Execution  of  Release. 

The  following  clause  shall  be  included 
in  all  fixed-price  contracts  requiring  a 
release  as  a  condition  precedent  to  final 
payment,  as  prescribed  in  §  737.32-402 
(a) : 

After  payment  of  eighty  per  cent  (80  per¬ 
cent)  of  the  total  contract  price,  further 
payments  shall  be  withheld  until  a  reserve 

of _ dollars  ($ _ )  shall  have  been 

set  aside,  such  reserve  to  be  paid  to  the  con¬ 
tractor  at  the  time  of  final  payment.  The 
contractor  and  each  assignee  under  an  as¬ 
signment  In  effect  at  the  time  of  final  pay¬ 
ment  shall  execute  and  deliver  at  the  time 
and  as  a  condition  precedent  to  final  pay¬ 
ment,  a  release  In  form  and  substance  satis¬ 
factory  to  and  containing  such  exceptions  as 
may  be  found  appropriate  by  the  Contracting 
Officer,  discharging  the  Government,  Its  of¬ 
ficers,  agents  and  employees  of  and  from 
liabilities,  obligations  and  claims  arising  un¬ 
der  this  contract. 

The  reserve  In  each  case  shall  be  not  less 
than  one  per  cent  (1  percent)  and  not  more 
than  four  per  cent  (4  percent)  of  the  total 
contract  price,  but  In  no  event  more  than 
one  hundred  thousand  dollars  ($100,000). 

■(  See  S  7.104-21  with  respect  to  limitation 
on  withholding  of  payments.) 

§  737.7—200  Qauses  for  fkwtl-Reini- 
bursement  Type  Supply  Contracts. 

§  737.7—203  Required  Clauses. 

§  737.7-203-8  Subcontracts. 

The  Subcontracts  clause  included  in 
§  7.203-8  may  be  modified  in  accordance 
with  §  7.203-8  by  the  contracting  officer, 
when  he  deems  it  appropriate  in  the  case 
of  an  individual  contract.  However,  the 
clause  shall  not  be  modified  for  general 
application,  affecting  more  than  one  con¬ 
tract,  without  obtaining  the  approval  of 
the  Chief  of  Naval  Material  (MAT022). 

§  737.7—204  Clauses  To  Be  Used  When 
Applicable. 


In  accordance  with  the  instructions  in 
8  737.7-104-602,  Include  the  appropriate 
provlsloiis  set  forth  therein. 

§  737.7—205  Additional  Qauses. 

The  clauses  set  forth  in  §  7.205  and 
this  NPD  shall  be  used,  in  accordance 
with  any  instructions  provided  for  a  par¬ 
ticular  clause,  when  it  is  desired  to  cover 
the  subject  matter  thereof. 

§  737.7-205—51  Notice  of  Shipments. 

When  required  by  §  737.7-105-4,  in¬ 
clude  a  clause  as  set  forth  therein. 

§  737.7—300  Clauses  for  Fixed-Price  Re¬ 
search  and  Development  Contracts. 

§  737.7—304  Additional  Clauses. 

The  clauses  referenced  in  §  737.7-304 
shall  be  used,  in  accordance  with  any  in¬ 
structions  provided  for  a  particular 
clause,  when  it  is  desired  to  cover  the 
subject  matter  thereof, 

§  737.7—400  Clauses  for  Cost-Reim¬ 
bursement  Type  Research  and  Devel¬ 
opment  Contracts. 

§  737.7 — 102  Required  Clauses. 

§  737.7—402—3  Subcontracts. 

The  Subcontract  clause  contained  in 
§  7.402-8(a)  may  be  modified  in  accord¬ 
ance  with  §  7.402-8 (b)  by  the  contract¬ 
ing  officer,  when  he  deems  it  appropriate 
in  the  case  of  an  individual  contract. 
However,  the  clause  shall  not  be  modified 
for  general  application  affecting  more 
than  one  contract,  without  obtaining  the 
approval  of  the  CJhief  of  Naval  Material 
(MAT  022). The  same  requirements  as 
to  level  of  approval  shall  apply  to  modi¬ 
fication  of  the  other  version  of  the  Sub¬ 
contracts  clause  provided  by  §  7.402-8 
(c)  for  contracts  without  fee  with  edu¬ 
cational  institutions,  except  where  a 
modification  is  specifically  stated  in 
§  7. 402-8 (c)  to  be  in  the  discretion  of 
the  contracting  officer. 

§  737.7—600  Qauses  for  Uonstrurtion 
and  Arrhitert-Engineer  Contracts. 

§737.7-602  Clause  To  Be  Used  When 
Applicable. 

The  following  clause  shall  be  included 
in  contracts  and  modifications  which  re¬ 
quire,  or  may  require.  Civil  Works  as 
defined  in  §  737.1-401-53. 

(a)  The  Commander,  Naval  Facilities  En¬ 
gineering  Command,  having  cognizance  of 
the  construction  of  all  Items  at  privately 
operated  establishments  which  would  con¬ 
stitute  Public  Works  or  Public  Utilities  if 
constructed  at  a  Shore  Establishment  of  the 
Navy  (such  Items  being  hereinafter  referred 
to  as  CivU  Works),  is  hereby  designated  as 

the  authorized  representative  of  the _ • 

with  respect  to  any  such  ClvU  Works 
called  for  by  this  contract,  said  delega¬ 
tion  Including  but  not  being  limited  to 
the  performance  of  the  following  functions: 

(1)  Approving  the  selection  and  compen¬ 
sation  of  an  architect  or  engineer; 


•Identify  activity. 


(11)  Approving  the  selection  and  fee  of  a 
general  building  oontractOT; 

(Ul)  Consent  to  the  placement  of  any  sub¬ 
contract  for  ClvU  WcMits; 

(iv)  Approving  any  plans  or  specifications; 

(v)  Approving  of  major  alterations  or  In¬ 
creased  costs  within  the  estimated  cost  set 
forth  In  this  contract  for  ClvU  Works; 

(vl)  Inspection,  supervision,  administra¬ 
tion  of  the  terms  of  the  subcontract  and  ac¬ 
ceptance  of  performance; 

(vUl)  Monitoring  compliance  with  labor 
standards  requirements;  and 

(vUl)  Ordering  or  approving  changes  re¬ 
lating  to  the  ClvU  Works. 

(b)  The  _ ••,  acting  for  the  Com¬ 

mander,  Naval  Faculties  Engineering  Com¬ 
mand,  wUl  have  jurisdiction  only  over  the 
ClvU  Works  design,  construction  and  Instal¬ 
lation,  unless  otherwise  specifically  provided 
In  this  contract  or  unless  otherwise  deter¬ 
mined  by  mutual  agreement  between  the 
purchasing  office  and  the  Naval  Faculties 
Engineering  Command. 

§  737.7-800  Qauses  for  Letter  Con¬ 
tracts. 

§  737.7—802  Required  Qauses. 

§  737.7-802—5  Definitization. 

7-802.5  Definitization.  The  type  of 
definitive  contract  to  be  inserted  in  the 
Definitization  Clauses,  as  used  in  §  3.408 
(d) ,  refers  merely  to  the  general  type  of 
contract,  i.e.,  fixed-price  type  contracts 
§  3.404,  cost-reimbursement  type  con¬ 
tracts  §  3.405) .  The  prices  proposed  at 
time  of  conversion  and  other  circum¬ 
stances  surrounding  the  procurement 
may  then  govern  the  specific  type  of  con¬ 
tract,  within  the  general  type  specified 
in  the  letter  contract  to  be  used  for  the 
definitive  contract. 

Subpart  H — ^Termination  of  Contracts 

§  737.8-700  Qauses. 

§  737.8-750  Special  Purpose  Qauses. 

Pursuant  to  §  8.700,  requests  for 
authority  to  use  si^ial  purpose  termi¬ 
nation  clauses  shall  be  made  to  the  Chief 
of  Naval  Material  (MAT  021).  However, 
ASPR  Section  Vin  termination  clauses 
are  not  in  all  cases  suitable  for  facilities 
contracts.  Accordingly,  procuring  activ¬ 
ities  are  authorized  to  use  appropriate 
termination  clauses  in  such  contracts 
without  further  reference  to  the  Head¬ 
quarters  Naval  Material  Command,  pro¬ 
vided  such  clauses  are  consistent  with 
the  policies  set  forth  in  Part  8  and  Part 
13,  and  have  been  approved  as  to  form 
and  legality  by  the  Office  of  the  General 
Counsel. 

Subpart  I — Patents,  Data,  and  Copyrights 

§  737.9—100  Patents. 

§  737.9—103  Patent  Indemnifiration  of 
Government  by  ('.ontraetors. 

§  737.9—103—1  Patent  Indt^mnification 
in  Facilities  Contracts — Commercial 
Status  Predetermined. 

A  blanket  deviation  is  authorized  for 
use  in  contracts  Involving  the  acquisition 
of  industrial  facilities.  TTiis  deviation 
permits  the  Patent  Indemnity  (Prede- 


**  Insert  name  and  address  of  cognizant 
NAVFACENGCOM  Division. 
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termined)  clause  of  §  9.103-l(a)  to  be 
modified  by  the  insertion  of  "(a)  ”  at  the 
beginning  thereof  and  the  addition,  at 
the  end  thereof,  of  the  following  new 
paragraph; 

(b)  Th6  contractor  agrees  to  Insert  the 
provisions  of  paragraph  (a)  of  this  clause, 
or  similar  provisions,  in  all  subcontracts  or 
purchase  orders  for  standard  commercial 
articles  requiring  such  subcontractors  and 
vendors  to  indemnify  the  Government,  and 
its  officers,  agents,  and  employees,  against 
liability,  including  costs  and  expenses,  for 
Infringement  upon  any  letters  patent  of  the 
United  States.  Except  with  respect  to  mate¬ 
rials,  articles,  or  products  designed  and  built 
by  the  Contractor  and  except  with  respect 
to  items  designed  by  the  Contractor  on  which 
the  Contractor  collects  royalties,  the  Con¬ 
tractor  shall  not  be  required  to  indemnify 
the  Government,  or  its  officers,  agents,  or 
employees,  under  the  provisions  of  said  para¬ 
graph,  unless  the  Contractor  neglected  or 
failed  to  include  provisions,  as  hereinabove 
required,  in  the  purchase  order  or  subcon¬ 
tract  under  which  the  item  or  items  involved 
In  any  patent  Infringement  litigation  were 
purchased. 

§  737.9—107  Patent  Rights  Under  Con¬ 
tracts  for  Research  and  Development. 

§  737.9—107—50  Enforceinent  of  Re¬ 
porting  Requirements  of  Patent 
Rights  Clauses. 

(a)  Invention  Disclosures,  Reports  and 
Related  Documents.  The  AGO  is  respon¬ 
sible  for  obtaining  and  forwarding  to  the 
PCO  invention  disclosures,  copies  of  sub¬ 
contracts,  reixjrts  and  related  documents 
required  to  be  furnished  by  contractors 
imder  the  Patent  Rights  clauses.  Notifi¬ 
cation  of  awards  and  completion  of  sub¬ 
contracts  shall  be  similarly  obtained  for 
forwarding  to  the  PCO.  Requests  for  au¬ 
thorization  to  Include,  in  a  subcontract 
for  experimental,  developmental  or  re¬ 
search  work,  a  Patent  Rights  clause  other 
than  that  of  the  prime  contract  shall  be 
referred  to  the  PCO  for  recommendation, 
(See  §  9.107-4(g)). 

(b)  Reimbursement  Restrictions.  Ap¬ 
propriate  Instructions  on  this  subject  for 
the  paying  ofBcer  are  contained  in  para¬ 
graph  046352-2  of  the  NAVCOMPT  Man¬ 
ual. 

§  737.9—109  Follow-up  of  Patent  Rights. 

Each  procuring  activity  shall  maintain 
an  appropriate  system  of  follow-up  in 
connection  with  patent  rights  under  its 
contracts,  as  required  by  §  9.109,  in 
order  that  inventions  in  which  the  Gov¬ 
ernment  may  have  an  Interest  may  be 
properly  Identified,  and  formal  agree¬ 
ments  evidencing  the  Government’s 
rights  therein  shall  be  obtained.  (See 
§  737.9-413) . 

§  737.9— .300  Foreign  laeense  and  Teeh- 
nieal  Assistance  .Agreements. 

§  737.9—301  Technical  Information  for 
Foreign  Release  under  Seetion  414 
of  the  Mutual  Security  Act  of  1954, 
as  amended  (22  U.S.C.  1934)  and 
under  the  Foreign  Assistance  .Act  of 
1961  (22  U.S.C.^2356). 

See  SEX:;NAV  instruction  5710.8A. 
dated  1  December  1959  (32  CFR  Part 
744)  and  International  Traffic  in  Arms 
regulations  (22  CFR  121.01-128.01). 


§  737.9—400  Processing  licenses,  .Assign¬ 
ments,  and  Infringement  Claims. 

§  737.9—401  Reporting  of  Patent, 
Trade-Mark,  or  Copyright  Infringe¬ 
ments. 

Each  procuring  activity  which  receives 
any  direct  or  indirect  charge  or  threat  of 
patent,  trade-mark,  or  copyright  in¬ 
fringement,  or  which  has  knowledge  of 
such  Infringement,  shall  bring  this  infor¬ 
mation  to  the  attention  of  the  Chief  of 
Naval  Research  (Code  300) . 

§  737.9—413  Register  of  Government 
Interest  in  Patents. 

Licenses,  assignments,  and  other  in¬ 
terests  of  the  Government  in  patents  or 
applications  for  patents  are  required  to 
be  forwarded  to  the  Commissioner  of  Pa¬ 
tents  for  recording  (see  §9.413).  This 
requirement  is  performed  for  the  De¬ 
partment  of  the  Navy  by  the  Chief  of 
Naval  Research.  Therefore,  the  originals 
of  licenses,  assignments,  and  other  docu¬ 
ments  evidencing  interests  of  the  Gov¬ 
ernment  in  patents  or  applications  for 
patents  shall  be  sent  to  the  Chief  of 
Naval  Research  (Code  300) . 

Subpart  J — Bonds,  Insurance,  and 
Indemnification 

§  737.10-100  Bondf^. 

§  737.10—112  Execution  and  .Adminis¬ 
tration  of  Bonds  and  ('.onsents  of 
Surety. 

§  737.10-112-50  Bonds. 

(a)  Examination.  Where  bonds  are  re¬ 
quired  in  support  of  a  contract,  the  Con¬ 
tracting  Officer  shall  ascertain  that  the 
bond  tendered  is  in  the  penal  sum  re¬ 
quired  and  that  it  properly  describes  the 
contract  in  support  of  which  it  was  given. 
Purchasing  offices  having  counsel  as¬ 
signed  shall  be  responsible  for  examining 
the  bonds  as  to  (1)  form,  (2)  the  suffi¬ 
ciency  of  the  surety,  and  (3)  the  author¬ 
ity  of  the  agent  executing  the  bond.  In 
the  case  of  other  purchasing  offices,  the 
bond  shall  be  referred  to  the  cognizant 
procuring  activity  for  purposes  of  mak¬ 
ing  this  examination.  One  (1)  executed 
copy  of  the  bond  is  filed  with  the 
contract. 

(b)  Exceptions.  (1)  Annual  Bonds  are 
not  to  be  used  for  construction  contracts. 

(2)  Annual  Performance  Bonds 
(Standard  Form  35) ,  a  cumulative  form, 
shall  not  be  acceptable  for  contracts  of 
more  than  one  purchasing  office. 

(c)  Submission.  (1)  Annual  Bid  Bonds 
(Standard  Form  34)  may  name  the  De¬ 
partment  of  the  Navy  as  obligee  for  any 
non-construction  bids  to  the  Navy  and 
shall  be  forwarded  to  the  Contract  In¬ 
surance  Section,  Procurement  Policy 
Branch  (MAT  0212H) ,  Headquarters 
Naval  Material  Command,  Washington, 
D.C.  20360  for  examination,  aproval  and 
custody  as  a  central  point  of  reference. 

(2)  Annual  Performance  and  Pay¬ 
ment  Bonds  for  Master  Ship  Repair  Con¬ 
tracts,  a  special  non-cumulative  form, 
shall  be  forwarded  to  the  (Contract  In- 


D.C.  20360  for  examination,  approval  and 
custody. 

§  737.10—300  Insurance  General. 

§  737.10-301  General. 

§  737.10-301—50  Procedure  for  Treat¬ 
ing  Oaims  by  'Third  Persons  Under 
Navy  Contracts  Providing  for  As¬ 
sumption  of  Risk  by  the  Goveriimeiii. 

(a)  The  following  procedure  shall  be 
followed  in  making  all  payments  pursu¬ 
ant  to  the  contract  provisions  pre.se  ribed 
in  ASPR,  under  which  the  Government 
assumes  the  risk  of  liability  to  third  per¬ 
sons.  This  procedure  applies  only  to  the 
cases  of  liability  to  third  persons  not 
compensated  for  by  insurance  or  other¬ 
wise. 

(b)  When  a  claim  is  made  by  a  third 
person  for  loss  of  or  damage  to  property, 
death  or  bodily  injury  not  compensated 
for  by  insurance  or  otherwise  arising  out 
of  performance  of  a  contract,  the  officer 
in  charge  Shall  submit  to  Uie  procuring 
activity  having  cognizance  of  the  con¬ 
tract  statements  of  all  pertinent  facts, 
together  with  his  recommendation  and 
the  recommendation  of  the  contractor  as 
to  the  action  to  be  taken  with  respiect  to 
the  claim,  and  the  amount.  If  any,  to  be 
paid  in  discharge  thereof.  The  procur¬ 
ing  activity  shall  promptly  forward  such 
statements  with  such  recommendations 
at  it  may  care  to  make  to  the  Chief  of 
Naval  Material  (MAT0212H)  for  deter¬ 
mination,  (1)  whether  the  Government 
has  assumed  liability  for  such  claim  of  a 
third  person,  and  (2)  if  so,  the  amount  to 
be  paid  to  such  person  in  discharge  of  the 
claim.  At  the  time  of  submission  to  the 
procuring  activity,  a  duplicate  copy  of 
such  statements  and  recommendations 
shall  be  sent  by  the  officer  In  charge  to 
the  Chief  of  Naval  Material  (MAT 
0212H).  The  Chief  of  Naval  Material 
shall  advise  the  procuring  activity  having 
cognizance  of  the  contract  of  such  action 
as  may  be  required  by  such  determination 
iuiless  written  approval  of  different  ac¬ 
tion  is  first  obtained  from  the  Chief  of 
Naval  Material. 

(c)  (1)  If  the  Chief  of  Naval  Material 
determines  that  the  Government  has  as¬ 
sumed  the  liability  for  the  claim  of  a 
third  person  arising  out  of  performance 
of  a  contract,  such  third  person  shall  be 
paid  the  amoimt  fixed  by  the  Chief  of 
Naval  Material  unless  pursuant  to  appeal 
by  the  contractor,  as  provided  under  the 
Disputes  clause,  a  different  amount  shall 
be  allowed  to  the  third  person. 

(2)  If  the  Chief  of  Naval  Material  de¬ 
termines  that  the  Government  did  not 
assume  such  liability,  no  payment  by  the 
Government  in  respect  thereof  shall  be 
made,  unless  pursuant  to  appeal  by  the 
contractor  as  provided  under  the  Dis¬ 
putes  clause,  a  different  decision  is  made. 

(d)  The  officer  in  charge  under  a  con¬ 
tract  shall  instruct  the  contractor  to  give 
such  officer  immediate  notice  of  any  suit 
or  action  filed  against  the  contractor 
arising  out  of  the  performance  of  the 
contract,  the  cost  and  expense  of  which 


surance  Section,  Prociuement  Policy  may  be  reimbursable  to  the  contractor 
Branch  (MAT  0212H),  Headquarters  unless  the  terms  of  the  contract  and  the 
Naval  Material  Command,  Washington,  risk  of  which  is  uninsured  or  in  which 
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the  amount  claimed  exceeds  the  amount 
of  insurance  coverage  the  officer  in 
charge  shall  further  direct  the  contractor 
to  furnish  immediately  copies  of  all  per¬ 
tinent  papers  received  by  the  contractor 
(e)  All  questions  in  connection  with 
the  matters  covered  by  this  directive 
shall  be  referred  to  the  Chief  of  Naval 
Material.  Contract  Insurance  Section, 
Procurement  Policy  Branch  (MAT 
0212H),  or  w’ith  respect  to  form  and 
legality,  to  the  Office  of  General 
Counsel. 

§  737.10-301— SI  Payment  of  Amounts 
Due  tx>ntraelor8  Upon  Final  Compu¬ 
lation  of  Insurance  Under  Govem- 
ment-Tvpe  Ketrospeetive  Rating 
Plan. 

Upon  the  final  computation  of  the 
premium  under  policies  of  insurance  ob¬ 
tained  by  Uie  contractor  pursuant  to  a 
Government- tjTJe  retrospective  rating 
plan  approved  by  the  Chief  of  Naval 
Material,  covering  work  under  a  Navy 
conti*act  which  provides  that  the  cost  of 
such  insurance  is  an  item  of  cost  to  the 
Government  thereimder,  an  amovmt  may 
be  found  due  and  owing  on  account  of 
such  premium.  In  such  event  the  Chief  of 
Naval  Material  shall  inform  the  procur¬ 
ing  activity  having  cognizance  of  the 
contract  tlrat  such  amount  is  due  and  ow¬ 
ing  on  accoimt  of  the  premium,  and,  if 
the  funds  which  have  been  allocated  to 
the  contract  are  not  sufficient,  this 
amoimt  shall  be  paid  as  an  item  of  cost 
under  the  contract  out  of  the  appropriate 
funds. 

§  737.10—331  Authority  of  the  Contract 
Insurance  Section,  Procurement 
Policy  Branch,  Headquarters  Naval 
Material  Ck>mmand. 

(a)  The  Contract  Insurance  Section 
(MAT  0212H)  shall  formulate  insurance, 
bonding  and  indemnification  policies 
and  procedures  for  application  in  De¬ 
partment  of  the  Navy  procurements  and 
shall  supervise  their  execution  pursuant 
to  such  administrative  instruction  as 
may  be  issued  by  the  Chief  of  Naval 
Material.  The  Head  of  the  Contract  In¬ 
surance  Section  (MAT  0212H)  is  desig¬ 
nated  as  the  duly  authorized  represent¬ 
ative  of  the  Chief  of  Naval  Material  for 
the  performance  of  the  functions  de¬ 
scribed  in  (b)(2)  below. 

(b)  Except  to  the  extent  required  by 
directive  or  regulation  to  be  performed 
by  the  Defense  Contract  Administration 
Services,  DSA; 

(1)  The  Contract  Insurance  Section 
(MAT  0212H)  is  responsible  for  super¬ 
vising,  requiring,  approving  or  disapprov¬ 
ing  the  procurement  of  insurance  by 
cflBitractors  pursuant  to  terms  of  con¬ 
tracts  of  the  Department  of  the  Navy, 
and  to  determine  the  reasonableness  of 
the  cost  of  such  insurance.  Questions 
concerning  insurance,  bonds,  the  as¬ 
sumption  of  risks  or  Indemnification  shall 
be  referred  to  the  Contract  Insurance 
section  (MAT  0212H). 

(2)  The  Chief  of  Naval  Material  or  his 
duly  authorized  representative.  Is  au¬ 
thorized  to  act  by  direction  of  the  Sec¬ 
retary  of  the  Navy,  or  as  the  duly  author¬ 


ized  representative  of  the  Head  of  a  Pro¬ 
curing  Activity,  the  contracting  officer, 
or  any  other  Naval  official  designated  In 
such  a  contract; 

(i)  To  require  or  approve  insurance 
whenever  a  contract  provides  that  a  con¬ 
tractor  shall  procure  such  insurance  as 
may  be  required  or  approved  by  the  De¬ 
partment,  by  the  Secretary  of  the  Navy, 
the  Head  of  a  Procuring  Activity,  the 
contracting  officer,  or  by  any  other  offi¬ 
cial  of  the  Department; 

(ii)  To  execute,  sign  or  endorse  in  the 
name  of  and  by  direction  of  the  Secretary 
of  the  Navy  any  and  all  (A)  lost  policy 
releases;  (B)  proofs  of  loss;  (C)  subro¬ 
gation  agreements ;  (D)  endorsements  of 
policies  for  claims  and/or  return  pre¬ 
miums;  (E)  payments  orders;  and  (F) 
insurance  drafts  made  payable  to  the 
Secretary  of  the  Navy  and  not  affecting 
the  obligating  of  appropriations ;  and 

(iii)  To  advise  and  recommend  to  the 
Secretary  of  the  Navy  or  other  author¬ 
ized  Interested  officials  of  the  Navy  De¬ 
partment  regarding  (A)  insurance  drafts 
affecting  the  obligating  of  appropria¬ 
tions,  and  (B)  assignment  to  assume 
payment  of  premiums  found  to  be  due 
after  the  completion  of  a  contract. 

§  737.1(1— 300  Insuranfc  Under  Cosi-Rc- 
imbupsemenls  Type  Contracts, 

§  737.10-301  Policy. 

§  737.1$— 301— 30  Liability  of  Subcon¬ 
tractors  to  lliird  Persons. 

The  policy  of  the  Department  of  the 
Navy  is  that,  in  general,  it  wdll  not  as¬ 
sume  liability  of  subcontractors  to  third 
persons.  However,  contracting  officers  are 
authorized  to  extend  the  principles  set 
forth  in  §  7.203-22  to  cost-plns-fixed-fee 
subcontracts  made  with  cost-plus-fixed- 
fee  contractors  with  the  Department  of 
the  Navy,  whenever  the  particular  cir¬ 
cumstances  are  such  that  in  the  judg¬ 
ment  of  the  contracting  officer  and  the 
Contract  Insurance  Section  (MAT 
0212H)  of  the  Headquarters  Naval  Mate¬ 
rial  Command  such  action  will  benefit  the 
Government.  In  such  event,  the  Navy 
contract  shall  require  the  insertion  of 
appropriate  provisions  in  cost-plus-fixed 
fee  subcontracts  thereunder. 

§  737.1(1-303—30  Government  Property 
in  Possession  of  Subeontraclors.  See 

§  737.13-101-2. 

§  737.10—332  Ix-ases. 

(a)  Government-owned  personal  and 
real  property  leased  under  the  authority 
of  10  U.S.C.  2667  shall  be  insured  except 
that  when  more  than  75%  of  the  total 
use  of  the  facilities  is  for  Government 
work,  pertinent  information  shall  be  sub¬ 
mitted  to  the  Headquarters  Naval  Mate¬ 
rial  Command,  Contract  Insurance  Sec¬ 
tion  (MAT  0212H)  for  consideration 
whether  the  requirement  for  Insurance 
shall  be  waived  in  favor  of  the  Govern¬ 
ment’s  assumption  of  the  risk  of  loss  of 
or  damage  to  the  facilities.  Leases  may  be 
modified  as  necessary  to  accomplish  the 
above. 

(b)  Where  Insuramce  is  required  imder 
the  provisions  of  this  directive,  the  lessee, 
at  his  own  expense,  shall  procure  and 


maintain  Fire  and  Extended  Coverage 
insurance  or  its  equivalent  and,  where 
applicable.  Boiler  and  Machinery  insur¬ 
ance,  in  an  amount  equal  the  replace¬ 
ment  value  of  the  property  less  deprecia¬ 
tion  or  in  any  lesser  amount  determined 
by  the  contracting  officer  with  the  ap¬ 
proval  of  the  Contract  Insurance  Sec¬ 
tion  (MAT  0212H),  and  shall  maintain 
such  insurance  for  the  period  of  the 
lease.  The  use  of  co-insurance  clause 
will  be  permitted  but  failure  of  the  lessee 
to  comply  with  the  obligations  of  such 
clause  will  not  relieve  the  lessee  of  its 
responsibilities  under  any  other  terms 
of  the  lease.  The  above  forms  of  insur¬ 
ance  are  applicable  to  land  facilities; 
forms  of  insurance  on  other  types  of 
facilities  (floating  drydocks,  mobile 
power  plants,  etc.)  will  be  required  and 
designated  by  the  Contract  Insurance 
Section  (MAT  0212H) . 

(c)  The  foregoing  insurance  shall  be 
Issued  in  the  names  of  the  lessee  and  of 
the  United  States  of  America  (Depart¬ 
ment  of  the  Navy)  and  shall  contain  a 
loss  payable  clause  reading  as  follows; 

Loss,  If  any,  under  this  policy  shall  be 
^justed  with  (Lessee)  and  the  proceeds,  at 
the  election  of  the  Government,  shall  bo 
payable  to  the  (Lessee);  any  proceeds  not 
paid  to  the  (Lessee)  shaU  be  payable  to  the 
Treasurer  of  the  United  States  of  America. 

(d)  In  addition  to  the  above  insur¬ 
ance  for  tlie  protection  of  Government- 
owned  property,  the  lessee,  at  his  own 
expense,  shall  insure  or  otherwise  pro¬ 
tect  his  liabilities  and  those  of  the  Gov¬ 
ernment  to  employees  and  their  persons. 

(e)  Each  policy  of  insurance  shall  con¬ 
tain  provision  for  thirty  days  prior  notice 
to  the  Contract  Insurance  Section  (MAT 
0212H)  in  the  event  of  cancellation  of 
the  policy.  A  certified  copy  of  each  in¬ 
surance  policy  shall  be  deposited  with 
said  Insurance  Section. 

(f)  Existing  leases  involving  signifi¬ 

cant  insurance  costs  shall,  to  the  extent 
feasible,  be  modified  to  conform  to  the 
requirements  ASPR.  * 

§  737.1(l-7()0  Indemnificalion  of  Con¬ 
tractors  and  Subcontractors. 

§  737.10-700^1  General. 

(a)  It  is  Department  of  the  Navy  policy 
to  rely  upon  the  commercial  insurance  in¬ 
dustry  to  the  maximum  practicable  ex¬ 
tent  to  protect  its  contractors  against 
risks  arising  vmder  contracts.  In  some 
limited  situations,  however,  it  may  in¬ 
stead  be  preferable  or  necessary  to  pro¬ 
vide  a  form  of  Government  indemnifi¬ 
cation — whether  in  lieu  of  Insurance,  in 
excess  of  underlying  insurance,  or  under, 
deductible  Insurance,  Instances  where 
Indemnification  may  be  explored  are; 

(1)  Where  there  is  a  continuing  pro¬ 
gram,  such  as  the  nuclear  vessel  pro¬ 
gram,  where  total  Insurance  premium 
costs  over  a  period  of  time  could 
well  approximate  the  dollar  coverage 
afforded; 

(2)  A  war  risk  in  areas  where  hos¬ 
tilities  are  Involved; 

(3)  Where  the  cost  of  Insurance  Is 
so  excessive  it  Is  unreasonable  and  con¬ 
stitutes  a  “tium  down  quotation”; 
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(4)  Where  the  Government  risk  Is 
rated  only  on  Its  own  Isolated  experi¬ 
ence  and  Is  not  shared  with  the  risks  of 
others,  whether  or  not  the  risk  Is  un¬ 
usually  hazardous; 

(5)  Where  an  urgent  requirement 
affords  insufficient  time  to  receive  a  well- 
considered  Insurance  quotation; 

(6)  Where  the  degree  of  risk  is  either 
very  small  or  is  potentially  catastrophic; 
or 

(7)  Where  indemnification  of  the  de¬ 
ductible  portion  of  insurance  coverage 
will  substantially  reduce  Insurance  costs. 

(b)  All  matters  concerning  indemnifi¬ 
cation  shall  be  referred  to  the  Contract 
Insurance  Section  (MAT0212H)  for  deci¬ 
sion  or  recommendation  sufficiently  In 
advance  of  contracting  unless  otherwise 
specifically  authorized. 

§  737.10-701  Indemnification  Under 
ReAearrh  and  Development  Con¬ 
tracts. 

(a)  10  U.S.C.  2354  provides  that : 

(a)  With  the  approval  of  the  Secretary 
of  the'^ilitary  Department  concerned,  any 
contract  of  a  MUltary  Department  for  re¬ 
search  or  development,  or  both,  may  provide 
that  the  United  States  will  indemnify  the 
contractor  against  either  or  both  of  the  fol¬ 
lowing,  but  only  to  the  extent  that  they  arise 
out  of  the  direct  performance  of  the  con¬ 
tract  and  to  the  extent  not  compensated 
by  insurance  or  otherwise 

(1)  Claims  (including  reasonable  expenses 
of  litigation  or  settlement)  by  third  per¬ 
sons,  Including  employees  of  the  contractor, 
for  death,  bodily  injury,  or  loss  of  or  damage 
to  property,  from  a  risk  that  the  contract 
defines  as  unusually  hazardous. 

(2)  Loss  of  or  damage  to  property  of  the 
contractor  from  a  risk  that  the  contract  de¬ 
fines  as  unusually  hazardous. 

(b)  A  contract,  made  under  subsection 
(a),  that  provides  for  indemnification  must 
also  provide  for 

(1)  notice  to  the  United  States  of  any 
claim  or  suit  against  the  contractor  for  the 
death,  bodily  injury,  or  loss  or  of  damage  to 
property:  and 

(2)  control  of  or  assistance  in  the  defense 
by  the  United  States  at  its  election,  of  that 
suit  or  claim. 

(c) No  payment  may  be  made  under  sub¬ 
section  (a)  unless  the  Secretary  of  the  De¬ 
partment  concerned,  or  an  officer  or  official 
of  his  department  designated  by  him,  certi¬ 
fies  that  the  amount  is  Just  and  reasonable. 

(d)  Upon  approval  by  the  Secretary  con¬ 
cerned,  payments  under  subsection  (a)  may 
be  made  from 

(1)  funds  obligated  for  the  performance 
of  the  contract  concerned; 

(2)  funds  available  for  research  and  de¬ 
velopment,  or  both,  and  not  otherwise  obli¬ 
gated;  or 

(3)  funds  appropriated  for  those  payments. 

(b)  The  authority  to  approve  the  in¬ 
clusion  of  any  such  indemnity  provision 
In  research  or  development  contract,*  to¬ 
gether  with  the  authority  to  approve  the 
amoimt  of  any  payment  under  10  U.S.C, 
2354  (c)  is  delegated  to  the  Chief  of  Naval 
Material  and  to  one  assistant  designated 
by  him  for  such  purpose.  The  authority 
to  approve  the  souixe  of  the  funds  out  of 
which  any  such  payment  is  made,  under 
the  last  sentence  of  the  above-quoted 
section,  is  hereby  delegated  to  the  Deputy 
Comptroller,  Department  of  the  Navy, 
and  to  one  assistant  designated  by  him 
for  such  purpose. 
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(c)  The  Chief  of  Naval  Material  has 
designated  the  Deputy  Chief  of  Naval 
Material  (Procurement  and  Production) 
as  the  assistant  to  him  for  the  purpose  set 
forth  In  paragraph  (b)  of  this  section. 

§  737.10-702  Indemnification  Under 
Ollier  Than  Research  and  Develi^ 
ment  {Contracts  Against  Unusuany 
Hazardous  Risks  and  Nuclear  Risks 
Not  Considered  Unusually  Hazard¬ 
ous. 

Use  of  the  clause  set  forth  in  §  10.702 
(b)  for  indemnification  under  Public  Law 
85-804  is  authorized  in  the  Department 
of  the  Navy  by  the  Secretary  of  the  Navy 
for  contracts  embracing  specific  projects 
or  programs  for  which  such  authority  is 
appropriate.  Requests  for  Inclusion  in 
such  authorization  shall  be  made  to  the 
Contract  Insurance  Section  (MAT 
0212H)  with  sufficient  narrative  justifi¬ 
cation  for  submission  by  that  office  to 
SECNAV. 

Subpart  L — Labor 

§  737.12—100  Basic  I.ahor  Policies. 

§  737.12—102  Overtime. 

§  737.12—102—4  Approvals. 

(a)  Designation  of  Officials  To  Ap¬ 
prove  Overtime  Premiums  at  Govern¬ 
ment  Expense.  (1)  Pursuant  to  §  12.-02- 
4(e) ,  the  following  persons  are  appointed, 
without  power  of  redel^ation,  for  the 
purpose  of  making  determinations  under 
§  12.102-4: 

(I)  The  Heads  of  Navy  Procuring  Ac¬ 
tivities,  as  defined  in  §  1.201-7. 

(II)  The  Vice  Commander  of  each  Sys¬ 
tems  Command  and  the  Deputy  Chief  of 
each  Navy  Bureau  and  of  the  Office  of 
Naval  Research;  Deputy  Chief  of  Staff 
for  Installations  and  Logistics  of  the 
Marine  Corps;  and  the  Deputy  and  Chief 
of  Staff,  Military  Sealift  Command. 

(iii)  The  Deputy  or  Assistant  Com¬ 
manders  of  the  Systems  Commands,  As¬ 
sistant  Chiefs  of  each  Bureau  and  of  the 
Office  of  Naval  Research,  the  Director  of 
Contracts  or  equivalent  in  each  Systems 
Command  and  in  the  Office  of  Naval 
Research  in  charge  of  contracts,  the 
Project  or  Deputy  Project  Manager  of 
the  Chief  of  Naval  Material  designated 
Project  Management  Offices,  the  Assist¬ 
ant  Deputy  Chief  of  Staff  for  Installa¬ 
tions  and  Logistics  of  the  Marine  Corps 
and  the  Assistant  Chiefs  of  Staff,  Mili¬ 
tary  Sealift  Command. 

(iv)  Fleet,  Type,  and  Military  Sealift 
Command  Area  and  Sub-Area  Com¬ 
manders,  with  respect  to  procurements 
involving  alteration,  repair,  and  conver¬ 
sions  of  vessels. 

(2)  If  overtime  premiums  at  Govern¬ 
ment  expense  have  been  approved  or  are 
contemplated  in  a  particular  procure¬ 
ment  for  which  a  business  clearance  will 
be  prepared  and  submitted  in  accord¬ 
ance  with  S  737.1-403-50,  such  clearance 
shall  contain  a  Statement  of  Justifica¬ 
tion  Indicating  that  necessary  ap¬ 
proval  (s)  for  such  premiums  have  been 
obtained.  If  appropriate,  a  copy  of  such 
approval(s)  or  determination (s)  ob¬ 
tained  may  be  appended  to  the  business 
clearance. 


1 1.'>9 

§  737.12—102—7  Construction  ConlraclH. 

When  expediting  a  construction  con¬ 
tract  involves  additional  costs,  the  Naval 
Facilities  Engineering  Command  shall  be 
responsible  for  obtaining  the  approval  of 
the  Assistant  Secretary  of  Defense  (In¬ 
stallations  and  Logistics)  required  by 
:  18.111. 

§  737.12—102—50  Exceptions. 

The  provisions  of  §  12.102  and  §  737.- 
12-102  are  not  applicable  to  ballistic 
missile  pri^rams. 

§  737.12—104  Meeting  Manponcr  Re¬ 
quirements. 

(a)  In  placing  large  negotiated  con¬ 
tracts  and  in  planning  delivery  schedules, 
procurement  personnel  should  consider 
the  adequacy  of  the  local  labor  supply. 
Classifications  of  labor  market  areas  are 
listed  in  the  Department  of  Labor’s 
“Area  Trends  in  Employment  and  Un¬ 
employment,”  which  is  issued  to  a  mail¬ 
ing  list.  Procuring  activities  should 
ensure  that  their  mailing  list  is  kept 
current  and  inform  the  Department  of 
Labor  when  changes  to  the  list  are 
necessary. 

(b)  Prospective  contractors  and  sub¬ 
contractors  should  provide  a  reasonable 
substantiation  to  procurement  personnel 
of  the  availability  of  manpower  for  con¬ 
tract  performance,  particularly  of  critical 
occupational  skills,  either  on  their  pay¬ 
roll  or  within  their  labor  market  area. 
(Current  and  detailed  labor  market  infor¬ 
mation  and  employment  trends,  as  neces¬ 
sary  to  any  particular  case,  should  be  ob¬ 
tained  from  the  Department  of  Labor's 
Bureau  of  Employment  Security,  its  re¬ 
gional  offices,  and  affiliated  State  Em¬ 
ployment  Service  Offices.  Procurement 
personnel  should  make  maximtun  use  of 
the  manpower  section  of  pre-aw^ard  sur¬ 
veys  and  industrial  facility  surveys.  In 
the  absence  of  assurance  of  the  availa¬ 
bility  of  occupational  skills  required  for 
contract  r>erformance  and  necessity  for 
contract  placement  despite  this  fact,  pro¬ 
curement  personnel  should  inform  cog¬ 
nizant  production  personnel  and  man¬ 
power  specialists  of  the  specific  man¬ 
power  deficiencies  and  the  impact  thereof 
on  the  contract,  together  with  other  per¬ 
tinent  facts,  so  that  stepp  may  be  taken 
to  render  assistance  to  the  contractor. 

(c)  In  the  case  of  critical  labor  short¬ 
age  areas,  procmement  personnel  will 
in  all  cases  obtain  detailed  information 
on  labor  market  conditions  before  plac¬ 
ing  contracts  involving  substantial  in¬ 
creases  in  the  current  employment  level 
of  a  contractor.  There  should  be  specific 
evidence  that  the  additional  manpower 
of  the  required  occupational  skills  is 
available  locally  without  disruption  of 
other  defense  work  in  the  area. 

(d)  'The  same  considerations  as  above 
should  guide  contractors  in  placing  sub¬ 
contracts  or  supply  orders  with  other 
firms  and  procurement  personnel  should 
strongly  urge  that  this  be  done.  Small 
business  personnel  now  engaged  in  pro¬ 
moting  subcontracting  should  likewise 
stress  such  aibtion.  Prime  contractors 
should  be  assisted,  as  necessary,  to  sub¬ 
contract  work  outside  of  labor  shortage 
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areas,  and  also  in  cases  where  occupa¬ 
tional  skill  deficiencies  are  limiting  fac¬ 
tors  for  ccttitract  performance.  Both 
prime  and  subcontractors  should  be  ad¬ 
vised  to  inform  the  local  state  employ¬ 
ment  office  serving  the  area  in  which 
w’ork  on  a  CJovemment  order  is  to  be  per¬ 
formed  of  anticipated  manpower  re¬ 
quirements  for  fulfillment  of  the  order. 

(e)  The  preceding  manpower  consid¬ 
erations  should  be  taken  Into  accoxmt  on 
a  long-term  basis  in  reaching  decisions 
regarding  the  location,  re-location,  ex¬ 
pansion  or  contraction  of  Govemment- 
oT^-ned  facilities  or  installations,  and  in 
actions  taken  to  broaden  or  maintain  the 
industrial  mobilization  base.  In  addition, 
such  actions,  including  material  alloca¬ 
tions,  should  give  consideration  to  the 
Impact  on  unemployment  levels  of  labor 
surplus  areas. 

(f)  Each  Navy  procuring  activity  has 
designated  an  Industrial  Manpower  Rep¬ 
resentative  who  can  provide  assistance 
in  taking  actions  in  accordance  with  this 
directive,  in  addition  to  the  Industrial 
Manpower  Assistant  of  the  Headquarters 
Nav^  Material  Command  will  take  all 
actions  necessary  at  the  national  level  on 
matters  of  manpower  supply  for  Navy 
production.  Such  action  should  be  sup¬ 
ported  by  substantiated  recommenda¬ 
tions  when  requested. 

§  737.12— lO-l— 50  Conlraclor  Ilefense 
Training  and  Manpower  Utilization. 

(a)  Tlie  policies  and  purpose  of  the 
Navy  on  contractor’s  defense  training 
are: 

(1)  To  encourage  industry  to  expand 
existing  training  programs  and  initiate 
new  or  additional  training  programs  in 
the  required  key  occupaticms; 

(2)  To  ensure  that  manpower  is 
trained  in  the  required  skills  and  occupa¬ 
tions  in  adequate  numbers,  and  in  the 
areas  where  and  when  needed  to  meet 
current  and  projected  Navy  production 
goals;  and 

(3)  To  ensure  realistic  training  pro¬ 
grams  tailored  to  actual  needs. 

This  policy  recognizes  that  the  major 
responsibility  for  training  workers  rests 
on  employers,  using  their  own  and  other 
normal  training  resources.  The  Navy’s 
responsibility  is  to  provide  leadership 
and  assistance  so  as  to  ensure  that  nec¬ 
essary  manpower  is  being  trained  to  meet 
Navy’s  defense  production  requirements 
and  that  the  procurement  and  produc¬ 
tion  process  stresses  efficient  utilization 
of  scientific  and  technical  skills  In  private 
industry. 

(b)  When  a  present  or  impending 
shortage  of  manpower  in  the  requisite 
occupational  skills  in  the  plant  and  local 
labor  market  area  of  a  Navy  contractor 
or  source  of  supply  affects  or  threatens  to 
affect  present  or  planned  Navy  produc¬ 
tion,  Navy  procurement  personnel  and 
other  cognizant  Navy  production  and 
manpower  officers  should  urge  affected 
Navy  contractors  or  suppliers  to  initiate 
or  accelerate  training  programs.  To  stim¬ 
ulate  contractors  and  suppliers  to  evalu¬ 
ate  training  needs  and  utilization  of  their 
work  force,  copies  of  the  Check  List  for 
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Evaluating  Defehse  Training  and  Utili¬ 
zation  of  Manpow’er,  set  forth  in  para¬ 
graph  (f)  of  this  section,  should  be  fur¬ 
nished  during  the  procurement  and  pro¬ 
duction  process.  No  attempt  should  be 
made  to  offer  detailed  guidance  on  Uie 
types  or  methods  of  training  to  be  used. 

If  the  contractor  concludes  tliat  training 
programs  are  needed,  he  sltould  be  ad¬ 
vised  that  various  manpower  and  train¬ 
ing  agencies  will  furnish  him  advice  and 
technical  assistance  if  he  so  desires.  The 
initial  contact  by  the  contractor  with 
training  agencies  should  be  the  local  pub¬ 
lic  employment  office,  whose  services 
should  also  be  enlisted  where  contractor 
recruitment  campaigns  are  necessary  to 
augment  training  programs  to  meet  pro¬ 
duction  schedules.  The  public  employ¬ 
ment  office  will  assist  in  recruiting  in 
such  manner  as  to  avoid  activities  which 
would  be  disruptive  to  other  Important 
defense  work. 

(c)  In  any  particular  labor  market 
area  in  which  demands  for  defense  train¬ 
ing  are  greater  than  can  be  provided  by 
existing  training  facilities,  procurement 
and  other  cognizant  Navy  personnel,  to 
the  extent  such  information  comes  to 
their  attention,  should  advise  the  Chief 
of  Naval  Material  of  such  developing 
situations  promptly  and  as  far  in  ad¬ 
vance  as  practicable.  The  Chief  of  Naval 
Material  should  also  be  Informed  of  any 
significant  observ'ed  deficiencies  in  con¬ 
tractor’s  training  programs  and  man¬ 
power  utilization,  steps  being  taken  to 
remedy  such  deficiencies,  and  resulting 
improvements.  Industrial  Manpower 
Representatives  of  procuring  activities 
and  the  Industrial  Manpower  Assistant 
(MAT  0533) ,  Headquarters  Naval  Mate¬ 
rial  Command,  upon  request,  will  assist 
procurement,  production  and  other  cog¬ 
nizant  officers  in  taking  actions  in  ac¬ 
cordance  with  this  policy. 

(d)  Long-term  trends  Indicate  that 
military  technology  is  accompanied  by 
an  increasing  reqxiirement  for  technical 
personnel  and,  in  general,  contractors 
will  have  to  institute  re-training  pro¬ 
grams  for  their  skilled  work  force  in 
order  to  meet  the  demands  of  techno¬ 
logical  change.  Contractors  should  place 
emphasis  on  (1)  augmenting  the  supply 
of  manpower  in  critical  occupations,  a 
list  of  which  is  available  in  public  em¬ 
ployment  offices,  and  (2)  effecting  the 
efficient  utilization  of  such  manpower.  It 
is  Navy  policy  to  encourage  scholarships 
by  contractors  to  augment  the  supply  of 
engineering  and  scientific  personnel,  in 
preference  to  recniiting  such  personnel 
from  foreign  countries.  In  this  respect, 
contractors  should  also  utilize  a  recruit¬ 
ing  program  with  training  and  educa¬ 
tional  Institutions.  Recourse  by  the  con¬ 
tractor  should  also  be  made  to  the  re¬ 
cruiting  and  similar  services  of  the  local 
State  public  employment  office,  so  as  to 
reduce  expensive,  nonproductive  recruit¬ 
ing  campaigns  and  indiscriminate  re¬ 
cruiting  advertising  which  stimulates  ab¬ 
normal  labor  turn- over  with  a  conse¬ 
quent  impact  on  contractor’s  production 
schedules,  rejection  rates,  training  and 
recruiting  requirements,  and  costs.  It 
should  also  be  noted  that  §  15.205-44 


provides  guidance  as  to  the  allowance  of 
training  costs  vmder  cost- reimbursement 
contracts. 

(e)  In  the  placement  of  contracts, 
procurement  personnel  shall  give  prefer¬ 
ence  to  supplies  (1)  in  labor  surplus 
areas,  to  the  extent  permitted  by  Part  1, 
Subpart  A,  and  (2)  when  necessary  to 
preserve  occupational  skills  required  for 
defense  production.  By  judicious  utiliza¬ 
tion  of  the  foregoing,  (i)  the  need  for 
defense  training  will  be  mitigated  and 
(ii)  the  demands  for  occupational  de¬ 
ferments  and  delays  in  call  of  Reservists 
to  active  duty  will  be  minimized. 

(f)  Set  forth  below  is  the  Check  List 
for  Evaluating  Defense  Training  and 
Utilization  of  Manpower,  referred  to  in 
paragraph  (b)  of  this  section.  The  check 
list  is  designed  to  stimulate  the  defense 
contractor  to  evaluate  his  training  and 
manpower  utilization  requirements  as  a 
basis  for  appropriate  action.  It  is  in¬ 
tended  to  help  management  help  itself. 
’The  list  is  suggestive  and  not  exhaustive. 
It  will  be  applicable  wholly  or  in  part  de¬ 
pending  upon  such  variables  as  the  na¬ 
ture  of  the  contractor’s  business  and  size. 
Procuring  activities  may  reproduce  this 
check  list  for  their  own  distribution. 

Check  List  foe  Etalitatino  Defense 

Training  and  Utilization  of  Manpower 

Staffing — Do  your  plans  fw  staflElng  your 
organization  Include: 

1.  Reliable  methods  for  forecasting  your 
requirements  for  scientists,  engineers,  tech¬ 
nical,  skilled,  semi-skilled,  and  unskilled 
personnel  in  terms  of  a  staflQng  schedule  of 
occupational  skills  related  to  the  production 
schedule? 

2.  Periodic  review  of  your  organization 
structure  to  determine  what  changes  or  Im¬ 
provements  In  organization  will  reduce  your 
requirements  for  professional  and  skilled 
manpower? 

3.  Use  of  psychological  tests  In  combina¬ 
tion  with  other  techniques  to  select  and 
place  your  professional  and  skilled  people 
Including  those  Instances  where  certain 
aptitudes  are  a  predominant  requirement? 

4.  Placing  overaU  responslbUity  with  spe¬ 
cific  persona  for  developing  and  carrying  out 
training  and  utilization  programs  with  con¬ 
tinuing  top-level  support? 

5.  Using  all  practicable  auxiliary  sources 
of  engineering  and  scientific  talent  such  as 
engineering  college  teachers,  retired  engi¬ 
neers,  college  engineering  students  on  a 
part-time  bsisis,  engineering  consulting  firms, 
drafting  contract  firms,  and  research 
organizations? 

6.  Utilization  of  all  sources  of  technical 
aides  Including  graduates  of  technical  insti¬ 
tutes,  people  from  within  the  shops,  college 
students  who  do  not  complete  engineering 
courses,  technically  Inclined  high  school 
graduates,  and  college  graduates  with 
courses  related  to  engineering? 

7.  Maximum  utilization  of  women  and  the 
physically  handicapped  in  engineering  de¬ 
partments  and  In  skilled  occupations? 

8.  Employment  practices  which  ensure 
maximum  utilization  of  manpower  resources 
without  respect  to  race,  color,  or  creed? 

Training — Does  your  training  program  pro¬ 
vide  for : 

1.  A  periodic  audit  of  Job  demands  which 
is  compared  with  the  background  and  per¬ 
formance  of  the  Individual  assigned  In  order 
to  determine  gaps  In  education  or  experience? 

2.  An  organized  training  program  to  Im¬ 
prove  on  the  job  skills  of  those  employees 
otherwise  qualified  to  advance  to  jobs  re¬ 
quiring  more  skill  or  responsibility? 
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3.  An  indoctrination  or  formal  training 
program  lor  newly-bired  or  employed  per¬ 
sons  which  is  geared  to  their  Job  and  Indi¬ 
vidual  needs? 

4.  Encouragement  to  your  employees  to 
develop  through  evening  classes,  part-time 
day  classes,  or  giilded  self-study? 

6.  Oi^rtunlty  for  technical  aides  to  ad¬ 
vance  Into  engineering  categories  through  a 
cooperative  program  with  a  professional 
school? 

6.  Instruction  of  supervisory  engineers 
and  scientists  In  Job  methods,  supervisory 
techniques,  and  conference  leadership? 

7.  A  training  program  for  such  additional 
supervisors  as  you  may  need? 

8.  One  or  more  workers  qualified  as  Job 
Instructors? 

9.  Sufficient  apprentices  for  your  long-term 
requirement? 

10.  Idaximum  utilization  of  community  re¬ 
sources  for  training  Including  the  local  voca¬ 
tional  school? 

Utilisation  of  Highest  Skills — Do  your  work 
plans  and  Job  assignments  Include : 

1.  An  effective  staffing  ratio  between  oc¬ 
cupational  skill  categcMdes? 

2.  PM'lodlc  surveys  of  Individual  assign¬ 
ments  of  persoimel  to  determine  If  they 
represent  the  best  contribution  to  the  com¬ 
pany  and  afford  the  Indlvldtial  the  best  pos¬ 
sible  (^portunlty  for  utilizing  his  talents? 

3.  Effective  techniques  In  planning  and  co¬ 
ordinating  research  and  engineering  projects 
so  that  there  Is  a  maximum  of  effective  effort 
In  relation  to  the  work  of  other  departments? 

4.  liazlmum  use  of  technical  aides  to  re¬ 
lieve  englne«e  and  scientists  of  routine  du¬ 
ties  so  that  they  are  left  free  to  use  their 
professional  talent  and  creative  ability,  and 
upgrading  of  the  labor  force  as  a  whole? 

5.  Standardization  and  slmpllcatlon  of 
engineering  work  so  that  supporting  person¬ 
nel  can  be  used  to  maximum  advantage  In 
performing  subprofesslonal  and  administra¬ 
tive  duties? 

6.  An  Inventory  of  the  skills  of  your  em¬ 
ployees  to  help  In  utilizing  their  highest  po¬ 
tential? 

Incentives — ^Have  you  recognized  the  im¬ 
portance  of  motivating  your  work  force  by: 

1.  Providing  opportunity  tor  advancement, 
stable  employment,  favorable  vmrklng  condi¬ 
tions,  and  adequate  equipment? 

2.  An  acceptable  Job  evaluation  plan 
which  maintains  salary  differentials  between 
occupational  categories  and  those  with  less 
experience  or  other  qualifications? 

3.  [Reserved] 

4.  Providing  a  management  development 
program  for  supervisory,  technical,  and  pro¬ 
fessional  personnel  to  develc^  their  poten¬ 
tial  at  a  maximum  rate? 

6.  Providing  opportunity  for  attractive 
careers  to  all  personnel  Including  technical 
aides  who  often  aspire  to  professional  status? 

6.  Encouraging  participation  In  civic  af¬ 
fairs  and  professional  societies? 

Communications — Does  your  formal  and 
informal  system  of  communications  provide 
for: 

1.  Participation  of  your  work  force  in  com- 
peuxy  planning  to  Include  engineers  and 
scientists? 

2.  Coordination  of  ccmununlcatlons  imder 
the  direction  of  each  departmental  execu¬ 
tive? 

3.  A  flow  of  Information  on  management, 
production,  and  engineering  matters  up, 
down,  and  across  organizational  lines  on  a 
83rstematlc  basis? 

4.  Advance  information  to  your  profes¬ 
sional  staff  on  matters  which  affect  their 
work,  personal  security,  and  future  in  the 
oompemy? 

6.  Stimulation  of  your  work  force  to  think 
about  and  suggest  methods  for  improving 


their  training  and  utilization  In  your  com¬ 
pany? 

§  737.12-800  Equal  Opportunity. 

§  737.12-808  G«ieral  Enforcemeat. 

§  737.12—808—3  Pre-Award  Compliance 
Qieck  of  Non-Exempt  Contracts. 

The  following  statement  shall  be  in¬ 
cluded  in  each  post-negotiation  Business 
Clearance  Memorandum  or  memoran¬ 
dum  in  lieu  thereof  submitted  in  ac¬ 
cordance  with  S  737.1-403-50  (c) : 

Bequest  for  pre-award  compliance  check  of 
non-exempt  contracts  as  required  by  1 12.- 
803-3. . . • 

Subpart  M — Government  Property 
§  737.13-100  General. 

§  737.13—102  Responsibility  and  Liabil¬ 
ity  for  Government  Pr<q>erty. 

§  737.13—101—1  Responsibility  of  Prime 
Contractors  for  Government  Prop¬ 
erty. 

(a)  Procedures  To  Be  Followed  in  the 
Event  of  Loss  of  or  Damage  to  Govern¬ 
ment  Property. 

§  737.13—102  Liability  of  Subeoiilrae- 
tors  for  Government  Property. 

The  Policy  of  the  Department  of  the 
Navy  is  that,  in  general,  it  will  not  take 
the  risk  of  loss  with  respect  to  Govern¬ 
ment  property  while  in  possession  of  sub¬ 
contractors.  However,  contracting  offi¬ 
cers  are  authorized  to  extend  the  prin¬ 
ciples  set  forth  in  §  7.203-21  (g)  to  cost- 
plus-fixed-fee  subcontracts  made  with 
cost-plus-fixed-fee  contractors  with  the 
Department  of  the  Navy,  whenever  the 
particular  circumstances  are  such  that 
in  the  judgment  of  the  contracting  officer 
and  the  Contract  Insurance  Section, 
Headquarters  Naval  Material  Command, 
such  action  will  benefit  the  Government. 
In  such  event,  the  Navy  contract  shall  re¬ 
quire  the  Insertion  of  appropriate  pro¬ 
visions  in  cost-plus-fixed-fee  subcon¬ 
tracts  thereunder. 

§  737.13—103  Furnishing  Military  Prop¬ 
erly. 

§  737.13—103—51  Accounting  Data  in 
Contracts  Involving  Navy  Stores  Ac¬ 
count  Material  in  Contractor's  Plants. 

See  NAVCOMPT  Manual,  Vol.  3,  and 
NAV  SUP  Manual,  Vol.  2. 

§  737.13—200  Material. 

§  737.13—200  Government  •  Furnished 
Petroleum  Products. 

(a)  Definition.  For  the  purpose  of  this 
directive,  the  term  "petroleum  products” 
means  all  liquid  petroleum  fuels,  oils,  and 
lubricants  required  for  the  development, 
productiew  or  testing  of  aircraft,  aircraft 
engines,  aircraft  propellers,  drones  and 
sty>port  equipment,  except  items  coded 
non-standard  in  Federal  Suiqily  Cata¬ 
log  C-9100-IL. 

(b)  General  Policy.  Determination  as 
to  whether  petroleum  products  are  to  be 
provided  to  the  contractor  as  Govern¬ 
ment-furnished  property  shall  be  based 
on  an  analysis  of  which  is  feasible,  more 


economical  and  otherwise  In  the  best  in¬ 
terests  of  the  Government. 

(c)  Determinations.  Prior  to  the  award 
of  any  Contract  or  contract  modification 
that  will  require  the  use  of  petroleum 
products,  the  Contracting  Officer  shall 
make  a  written  determination  whether 
such  products  shall  be  GFP  (Oovem- 
ment-Pumished  Property)  or  CFP 
(Contractor -Furnished  Property),  indi¬ 
cating  those  to  be  GFP  and  those  to  be 
CFP.  The  determination  shall  be  sup¬ 
ported  by  a  written  Justification  whleh 
Includes  the  Information  required  by 
paragraph  (d)  below  and  evidence  of 
the  Navy  Fuel  Supply  Office’s  concur¬ 
rence  therewith. 

(d)  Considerations.  The  items  treated 
in  subparagraphs  (1)  through  (3)  below, 
as  well  as  other  appropriate  considera¬ 
tions,  shall  be  Included  in  the  written 
justification  supporting  the  determina¬ 
tion.  SmHHirting  data,  other  than  con¬ 
tractor  usage  data.  If  aiH>licable,  may  be 
used  as  support  for  more  than  one  deter- 
minatiem  provided  such  data  Is  not  more 
than  twelve  (12)  months  old.  Oral  in¬ 
quiries  and  replies  shall  be  confirmed  in 
writing. 

(1)  Quantity.  For  each  tyrpe  of  avia¬ 
tion  gasoline  or  jet  fuel,  oils  and  lu¬ 
bricants,  the  contractor’s  total  annual 
usage  requirements  under  all  existing 
contracts  shall  be  determined.  Anticipat¬ 
ed  annual  usage  requirements  shall  be 
projected  for  the  next  three  fiscal  years 
including  anticipated  contract  awards. 

(2)  Costs.  Ck>mparlson  of  the  cost  of 
furnishing  GFP  with  the  price  offered  for 
the  contractor-furnished  petroleum  must 
be  on  a  fair  and  equitable  basis.  Navy 
laid  down  prices  do  not  Include  related 
services  such  as  plane  fueling  and  de- 
fueling,  purging  of  fuel  tanks,  and  use  of 
special  purpose  equipment.  When  a  con¬ 
tractor's  unit  price  includes  related  serv¬ 
ices,  these  added  costs,  if  any,  must  be 
added  to  the  Navy  laid  down  unit  price. 
In  addition,  unit  prices  for  Government- 
furnished  petroleum  must,  in  appropri¬ 
ate  Instances,  include  costs  of  adminis¬ 
tration  (personnel),  disposal,  and  the 
amortization  of  leasing  facilities.  In  In¬ 
stances  where  there  Is  a  significant  price 
differential  In  favor  of  GFP,  this  may  be 
offset  by  appropriate  reductions  In  profit 
allocation  or  other  contractor  costs  to 
favor  use  of  {petroleum  products  on  a 
contractor-furnished  basis. 

(3)  Facilities.  The  availability  and 
costs  of  storage  (Government-owned, 
c(Kitractor-owned,  leased,  etc.)  facilities, 
handling  facilities  or  direct  delivery  from 
the  fuel  supplier  to  the  plane  or  engine 
shall  be  ascertained  and  considered. 
Additional  facilities  shall  not  be  provided 
or  authorized  tmless  there  is  a  reason¬ 
able  expectsdion  that  the  cost  of  new 
facilities,  particularly  tank  storage  and 
distribution  lines,  will  be  offset  by  savings 
through  Government-furnished  petrole¬ 
um  products  within  five  years.  Shmi;- 
term  leases  for  storage  and  handling 
facilities  may  offer  an  alternative  meth¬ 
od  of  providing  facilities  If  a  net  saving 
through  GFP  will  result. 

(e)  Navy  Fuel  Supply  Office.  The  Navy 
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Fuel  Supply  Office  (NPSO),  Cameron 
Station,  Alexandria,  Va.,  Is  responsible 
for  the  inventory  control  and  distribu¬ 
tion  of  liquid  petroleum  fuels,  oils  and 
lubricants  to  naval  activities.  Subsequent 
to  a  determination  to  provide  certain 
petroleum  products  as  CK)vemment- 
fumlshed  petroleiun,  the  Contracting 
Officer  shall  submit  complete  informa¬ 
tion  on  a  contractor’s  requirements  to 
NFSO.  Requirements  shall  be  submitted 
in  accordance  with  Instructions  pre¬ 
scribed  by  the  Navy  Fuel  Supply  Office. 
That  office  will  determine  whether  re¬ 
quirements  shall  be  fiumished  by  cross¬ 
servicing  agreements,  shipments  from 
Navy  st9rage  or  by  new  procurement.  In 
the  event  that  a  petroleum  item  cannot 
be  made  available  at  the  time,  or  in  the 
quantity  desired,  or  at  the  item  price 
stated  in  the  requisition,  NFSO  will  take 
no  further  action  on  affected  items  until 
the  Contracting  Officer  authorizes  ap¬ 
propriate  amendment  to  the  requisition. 
Unit  prices  for  requisition  purposes  are 
published  in  the  Standard  Supplement  to 
the  Navy  Stock  List  of  Fuels,  Lubricants, 
and  Petroleum  Products;  except  for  bulk 
fuel  prices  which  are  published  as  re¬ 
quired  by  Navy  Fuel  Supply  Office  In¬ 
struction  4265.4. 

(f )  Contract  Modifications.  In  making 
the  determination  prescribed  in  para¬ 
graph  (c)  of  this  section,  consideration 
shall  be  given  to  all  existing  contracts 
with  a  particiilar  contractor  in  which  pe¬ 
troleum  products  are  being  used.  Where 
there  is  a  determination  to  ultilize  Gov¬ 
ernment-furnished  petroleum  products, 
it  will  be  necessary  to  establish  a  suitable 
change  point  which  will  not  disrupt  oper¬ 
ations  or  affect  delivery  schedules.  Con¬ 
tract  modifications  shall  be  negotiated  by 
the  office  procuring  the  end  equipment  at 
the  earliest  practicable  time  to  provide 
Govemment-fumished  petroleum  prod¬ 
ucts  on  all  items  which  met  the  consid¬ 
erations  stated  in  paragraph  (d)  above, 
and  requirements  for  the  same  grade  and 
type  of  items  shall  be  consolidated  ac¬ 
cordingly. 

§  737.13—600  .Administration  of  Gov¬ 
ernment  Production  and  Research 
Properly. 

§  737.13—651  Research  and  Develop¬ 
ment  Facilitie«. 

(a)  10  U.S.C.  2353  provides  that,  sub¬ 
ject  to  certain  conditions  set  forth  there¬ 
in,  a  contract  of  a  Military  Department 
for  research  or  development,  or  both, 
may  provide  for  the  acquisition  or  con¬ 
struction  by,  or  furnishing  to,  the  con¬ 
tractor  of  research,  developmental,  or 
test  facilities  and  equipment  that  the 
Secretary  of  the  Department  concerned 
determines  to  be  necessary  for  the  per¬ 
formance  of  the  contract.  DOD  Directive 
4275.5  of  14  November  1966  (SUBJ:  In¬ 
dustrial  Facility  Expansion  and  Replace¬ 
ment)  provides  that  facilities  projects 
having  an  estimated  cost  in  excess  of 
$1,000,000  of  new  monies  are  to  be  sub¬ 
mitted  to  the  Director  of  Defense  (Re¬ 
search  and  Development)  for  approval. 
In  order  to  ensure  uniform  procedures 
for  the  review  and  approval  of  all  facili¬ 
ties  projects,  research  and  development 


facilities  projects  shall  be  reviewed  and 
approved  in  accordance  with  the  pro¬ 
cedures  for  industrial  facilities  projects 
as  specified  in  NAVMAT  Instruction 
4860.13A  (Industrial  Facilities  Pro¬ 
gram). 

(b)  Where  non-severables  are  to  be 
installed  on  property  not  owned  by  the 
government,  appropriate  clauses  shall  be 
added  in  accordance  with  the  provisions 
of  U.S.C.  2353. 

(c)  Facilities  may  be  provided  for 
either  directly  in  the  research  and  de¬ 
velopment  contract  concerned,  or  in  a 
separate  facilities  contract  which  refers 
to  the  research  and  development  con¬ 
tract  concerned.  In  the  former  case,  the 
facilities  will,  after  construction  or  in¬ 
stallation.  be  transferred  to  a  separate 
facilities  contract,  if  such  separate  con¬ 
tract  is  required  by  the  provisions  of 
§  13.402. 

§  737.13—651—1  Requirement  for  Re¬ 
view  by  Navy  Research  Facilities  Re¬ 
view  Board  of  Change  in  Capacity  of 
Government  -  Owned  -  Contractor- 
Operated  Researcli  and  Development 
Facilities. 

See  SECNAV  Instruction  5420.10 
(ONR:  108). 

§  737.16—652  Facilities. 

(a)  Policy  for  the  Provision  of  In¬ 
dustrial  Facilities.  See  NAVMAT  Instru- 
tion  4860. 13A  (Industrial  Facilities  Pro¬ 
gram)  . 

(b)  Protection  of  Government’s  Inter¬ 
est  in  Facilities.  (1)  Every  contracting 
officer  in  negotiating  or  in  making  a 
supply  contract  shall  make  sure  that  any 
payments  for  the  purchase  of,  or  to  aid  in 
the  acquisition  of,  facilities  which  are  not 
of  the  type  commonly  classified  as  expen¬ 
dable,  are  separately  and  clearly  set  forth 
and  not  buried  or  otherwise  hidden  in  a 
lump  price.  No  payments  tmder  any  con¬ 
tracts  shall  be  made  on  accoimt  of  facili¬ 
ties,  in  excess  of  proper  depreciation,  un¬ 
less  the  interest  of  the  Government  in 
such  facilities  is  recognized  and  protected 
by  the  contract. 

(2)  Just  what  constitutes  such  protec¬ 
tion  of  the  interest  of  the  Government 
will  vary  in  each  individual  case  and  will 
depend  upon  the  nature  of  the  facilities. 
Usually  it  will  be  necessary  to  assme  the 
Government  of  the  privilege  of  having 
the  facility  used  in  the  performance  of 
Government  contracts,  free  of  any  charge 
for  the  use  of  the  part  of  the  facility  paid 
for  by  the  Government  and  also  to  have 
some  agreement  as  to  the  disposition  of 
the  interest  of  the  Government  In  the 
facility.  Provision  should  be  made  that 
the  Contractor: 

(i)  Maintain  the  facility  in  good 
ccmdition; 

(ii)  Attach  no  lien  nor  convey  to 
another  all  or  any  portion  of  the  facility; 

(ill)  Make  no  material  alteration  in 
the  nature  of  the  facility; 

(iv)  Give  priority  to  Government  or¬ 
ders;  and 

(V)  Not  Include  In  any  supply  price 
any  depreciation  or  amortization  of  the 
part  of  the  facility  paid  for  by  the 
Government. 


All  procurement  officers  must  be  sure  in 
making  a  contract,  the  fulfillment  of 
which  may  require  the  use  of  a  facility 
covered  by  an  agreement  to  the  effect 
that  no  depreciation  or  amortization  of 
such  facility  shall  be  included  in  the 
price,  that  such  agreement  is  unmistak¬ 
ably  adhered  to  and  that  depreciation 
and  amortization  of  such  facility  are 
definitely  excluded  from  the  price. 

(c)  Research  and  Development  Facili¬ 
ties.  See  i  131.13-651. 

§  737.13—700  Contract  Clauses. 

§  737.13—702  Government  Property 

Clause  for  Fixed-Price  Contracts. 

§  737.13—702—50  Deviations  for  Fixed- 

Price  (and  Ck>st-Reimbursement) 

Contracts. 

(a)  In  many  cases  the  interest  of  the 
Government  requires  the  furnishing  to 
contractors  of  material,  the  relatively 
low  value  of  which  renders  impracticable 
the  administrative  burden  of  using  the 
clauses  in  §  13.701. 

(b)  Accordingly,  Systems  Commands, 
Bureaus  and  Offices  having  Inventory 
control  of  material  may  furnish  such  ma¬ 
terial,  subject  to  the  availability  of  ma¬ 
terial  in  the  supply  system,  to  prime  con¬ 
tractors  without  using  either  of  the  con¬ 
tract  clauses  set  forth  in  §  13.701,  subject 
to  the  following  conditions; 

(1)  Title  to  all  material  fitrnished 
shall  remain  in  the  Government; 

(2)  The  maximum  dollar  value  of  ma¬ 
terial  furnished  under  the  authority  of 
this  directive  in  connection  with  any  one 
transaction  shall  not  exceed  $5,000 ; 

(3)  The  material  furnished  Is  to  be 
incoriX)rated  into  the  end  product  being 
procured  under  the  contract,  or  is  to  be 
consumed  directly  in  the  performance  of 
such  contract.  (Any  material  furnished 
not  so  incorporated  or  consumed  will  be 
returned  to  the  Government  (at  the  con¬ 
tractor’s  expense)  in  the  same  condition 
as  received,  reasonable  wear  and  tear  ex¬ 
cepted.  An  appropriate  refund  or  adjust¬ 
ment  will  be  made  for  any  material  so 
returned) ; 

(4)  The  contractor  warrants  that  the 
material  cannot  be  obtained  from  com¬ 
mercial  sources  in  sufficient  time  to  meet 
the  delivery  requirement  of  the  contract; 
and 

(5)  The  contractor  agrees  to  pay  to 
the  Government  either  (i)  the  book  price 
of  the  material  furnished,  plus  the  cost 
of  handling  and  packing  (shipment  to  be 
made  on  Commercial  Collect  Bill  of  Lad¬ 
ing)  ;  or  (il)  the  price  at  which  the  ma¬ 
terial  would  be  available  to  the  contrac¬ 
tor,  F.O.B.  supplier,  if  obtained  from 
commercial  sources,  whichever  is  the 
greater. 

(c)  Form  NAVEXOS  3493  (Rev  9-61), 
properly  executed,  shall  be  submitted  by 
the  contractor  to  the  appropriate  Sys¬ 
tems  Command,  Bureau  of  Office  prior  to 
the  furnishing  of  any  material. 

(d)  The  Field  Contract  Administra¬ 
tor,  prior  to  giving  his  approval  to  the 
request,  shall  make  such  examination  as 
he  considers  necessary  to  confirm  that 
the  contractor  would  be  able  to  obtain 
the  material  from  commercial  sources  at 
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the  unit  prlce(s)  shown  In  Column  9  on 
the  request. 

Subpart  0 — Contract  Cost  Principles 
and  Procedures 

§  737.15—100  Applicability. 

§  737.15-107  Advance  Understandings 
on  Particular  Cost  Items. 

(a)  See  S  737.1-405-51  for  Navy-wide 
advance  understandings  on  particular 
cost  items. 

(b)  See  S  737.3-705  (a)  for  prior  ap¬ 
proval  required  for  advance  understand¬ 
ings  by  contracting  officers  where  over¬ 
head  rates  are  negotiated. 

§  737.15—150  N^otiated  Overhead 
Rates. 

See  §  737.3-700. 

§  737.15—200  Principles  and  Procedures 
for  use  in  Cost-Reimbursement  Type 
Supply  and  Research  Contracts  with 
Commercial  Organizations. 

§  737.15—201  Basic  Considerations. 

§  737.15-201-3  Definition  of  Reason¬ 
ableness. 

(a)  Application  of  “Contractor 
Weighted  Average  Share  in  Cost  Risk” 
(CWAS) .  When  an  ACO  is  evaluating  a 
CWAS  rating  between  50  and  64  points 
inclusive  ( S  15.201-3  (b)(1)  (U) ) ,  the 
ACO’s  consideration  should  Include,  but 
not  be  limited  to  the  following: 

(1)  Actual  CWAS  rating.  A  CWAS  rat¬ 
ing  of  64  points  would  receive  more 
favorable  consideration  than  a  CWAS 
rating  of  50  points. 

(2)  Analysis  of  contractor’s  “contract 
mix”  trend.  This  would  indicate  the  cur¬ 
rent  trend  of  Increased  or  decreased  cost 
participation  and  responsibility.  A  re¬ 
view  of  outstanding  proposals  and  quotas 
would  also  Indicate  the  contractor’s  po¬ 
tential  contract  mix. 

(3)  Review  current  contractor  per¬ 
formance  evaluation. 

(4)  Status  of  system,  reviews  would 
indicate  the  extent  of  government  review 
of  contractor  procedures,  and  resulting 
approvals/consent  and  confidence. 

(5)  That  35  points  of  a  profit  center 
rating  result  from  competitive  firm 
fixed-price,  competitive  fixed-price  with 
escalation  contracts,  and  commercial 
sales. 

Once  a  determination  is  made  that  a  con¬ 
tractor  is  CWAS  qualified,  the  rating 
carries  the  same  weight  as  a  CWAS- 
qualified  contractor  with  a  rating  of  65 
or  more  points. 

§  737.15—205  Selected  Costs. 

§  737.15—205—35  Research  and  Develop¬ 
ment  Costs. 

(a)  General.  (1)  This  section  sets 
forth  responsibility  and  procediues  for 
negotiation  of  advance  agreements  cov¬ 
ering  independent  research  and  develop¬ 
ment  costs  as  defined  in  §  15.205-35, 
§  15.107  and  DOD  Instruction  4105.52 
dated  28  Jime  1960.  §  15.205-35  requires 
advance  agreements  with  contractors  re¬ 
ceiving  payments  of  $2  million  or  more 
tmder  DOD  contracts.  Contractors  re¬ 
ceiving  payments  less  than  $2  million  are 


not  required  to  negotiate  advance  agree- 
m^ts,  however,  allowable  IR&D  costs 
shall  be  computed  by  a  formula  pre¬ 
scribed  by  5  15.205-35(d)(2). 

(2)  Advance  agreements  shall  be  nego¬ 
tiated  with  any  contractor  meeting  the 
criteria  set  forth  in  S  15.205-35.  The 
Trl-Servlce  negotiation  will  be  sponsored 
by  the  cognizant  departmental  central 
office  as  established  in  a  Defense  Pro- 
ciurement  Circular  published  annually. 

(3)  When  an  advance  agreement  is 
appropriate  and  the  contractor  is  doing 
business  with  more  than  one  military 
department,  the  joint  negotiation  pro- 
cediues  prescribed  in  paragraph  (b) 
shall  apply.  When  an  advance  agreement 
covering  Independent  research  and  de¬ 
velopment  has  been  negotiated,  whether 
resiilting  from  Joint  negotiation  or  cen¬ 
tralized  negotiation.  It  will  be  applicable 
to  and  binding  upon  all  negotiated  Navy 
contracts  which  provide  for  the  recog¬ 
nition  of  Independent  research  and  de¬ 
velopment  costs,  subject  to  any  existing 
pertinent  special  contract  provisions. 

(b)  Procedure  with  Respect  to  Joint 
Negotiations.  (1)  The  Coordinated  Nego¬ 
tiations  Staff :  (MAT  02D) ,  Headquarters 
Naval  Material  Command,  shall: 

(1)  Represent  the  Navy  in  selecting  the 
contractors  for  joint  negotiations; 

(11)  Agree  to  assignment  of  contractors 
to  a  single  department  (called  the  spon¬ 
soring  department) ,  for  purposes  of  ne¬ 
gotiating  advance  agreements;  and 
(ill)  Conduct  the  negotiation  of  ad¬ 
vance  agreements  with  those  contractors 
assigned  to  the  Department  of  the  Navy 
for  sponsored  joint  negotiations. 

(2)  With  regard  to  Navy  sponsored 
contractors,  the  Coordinated  Negotia¬ 
tion  Staff  will  assure  that  any  necessary 
technical  review  of  the  contractor’s  in¬ 
dependent  research  and  development 
program  is  accomplished.  The  results 
of  this  review  will  be  given  due  consid¬ 
eration  in  the  negotiation  of  advance 
agreements  to  the  extent  that  technical 
and  scientific  factors  are  appropriate  In 
establishing  the  amount  of  Government 
support  to  the  contractor’s  program.  It 
will  be  the  responsibility  of  the  Coordi¬ 
nated  Negotiation  Staff  to  obtain  from 
the  contractor  cost  and  financial  infor¬ 
mation,  and  other  pertinent  facts  having 
a  bearing  on  the  review  of  the  contrac¬ 
tor’s  program  and  the  negotiation  of  an 
advance  agreement. 

(c)  Procedure  with  Respect  to  Tech¬ 
nical  Evaluation.  5  15.205-35  (d)  (1)  (C) 
provides  that  Companies  which  meet 
the  $2  miUion  dollar  threshold  shall 
submit  technical  and  financial  informa¬ 
tion  to  support  their  proposed  IR&D 
program  In  accordance  with  guidance 
furnished  by  the  Armed  Services  Re¬ 
search  Specialists  Committee  (ASRSC). 
SECNAVINST  3900.40  dated  26  Au¬ 
gust  1972,  designated  the  Chief  of  Naval 
Research  as  the  Navy  IR&D  Program 
Manager.  The  Office  of  Naval  Research 
coordinated  technical  report  findings  are 
submitted  to  MAT  02D  in  support  of  the 
negotiation  advance  agreements. 

(d)  Confirmation  of  Agreement.  All 
advance  agreements  for  independent  re¬ 
search  and  development  negotiated  by 


the  Navy  shall  be  confirmed  In  writing 
by  the  Head,  Coordinated  Negotiation 
Staff  (See  9  737.1-405-51)  with  the  con¬ 
tractor  and  this  contractor  and  this  con¬ 
firmation  shall  Indicate  the  extent  of 
support,  including  the  maximum  dollar 
amoimt,  and  the  basis  of  application  to 
be  accorded  the  contractor’s  independent 
research  and  development  program.  Cop¬ 
ies  of  the  negotiation  report  are  made 
available  to  all  Interested  activities. 

§737.15-205-50  Navy  IR&D  Hearing 
Panel. 

(a)  Pursuant  to  Section  203(b)  of  Pub¬ 
lic  Law  91-441  and  §  15.205-35(d)  (1)  (H) 
and  9  15.205-3(d)(2)(A)(vlli),  respec¬ 
tively,  there  is  hereby  established  the 
Navy  IR&D  Hearing  PaneL  It  shall  con¬ 
sist  of  one  representative  designated  by 
the  Assistant  Secretary  of  the  Navy  (In¬ 
stallations  and  Logistics)  who  shall  be 
Chairman,  one  representative  designated 
by  the  Assistant  Secretary  of  the  Navy 
(Research  and  Development),  and  one 
representative  designated  by  the  Gen¬ 
eral  Counsel.  Alternates  may  be  desig¬ 
nated  to  act  in  the  absence  of  the 
members. 

(b)  The  Panel  shall  be  responsible  for 
hearing  and  deciding  all  appeals  taken 
by  contractors  pursuant  to  9  15.205-35 
(d)  (1)  (H)  and  9  15.205-3(d)  (2)  (A) 
(vlii)  from  decisions  made  by  contracting 
officers  to  reduce  independent  research 
and  development  (IR&D)  and  bid  and 
proposal  (B&P)  payments  piursuant  to 
§  15.205-35 (d)(1)(G)  and  9  15.205-3  (d) 
(2)  (A)  (vli). 

(c)  Such  decisions  of  contracting  offi¬ 
cers  shall  advise  the  contractor  of  his 
right  to  appeal  to  the  Panel.  Notice  of 
intent  to  appeal  shall  be  addressed  to 
the  Panel,  and  shall  be  submitted  by  the 
contractor  within  30  days  after  receipt 
of  the  contracting  officer’s  decision  to' 
the  Chief  of  Naval  Material,  Coordinated 
Negotiation  Staff  (MAT  02D).  The  Head 
of  the  Coordinated  Negotiation  Staff 
shall  forward  the  contractor’s  appeal  and 
such  additional  documents  and  informa¬ 
tion  as  the  contractor  may  submit,  to¬ 
gether  with  his  position  thereon  and  such 
other  information  as  he  deems  pertinent, 
to  the  Chairman  of  the  Panel  for  disposi¬ 
tion. 

(d)  The  decision  of  a  majority  of  the 
Panel  shall  constitute  the  final  and  con¬ 
clusive  determination  of  the  Department 
of  the  Navy.  The  Panel  may  establish 
such  additional  procedures  for  process¬ 
ing  appeals  as  are  consistent  with  the 
foregoing. 

Subpart  P — Procurement  Forms 

a§  737.16—200  Forms  for  Negotiated 

Procurement. 

§  737.16—250  Cost  Incurred  on  Contract 

(DD  Form  1177). 

(a)  DD  Form  1177  (Cost  Incurred  on 
Contract  is  a  part  of  the  Cost  and  Eco¬ 
nomic  Information  System  designed  to 
furnish  historical  cost  information,  per¬ 
formance  information,  and  certain  other 
data  to  assist  the  parties  to  a  contract 
in  reaching  prices  equitaUe  to  both 
parties.  It  is  authorized  for  use  only 
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In  major  procurements  for  airframes, 
target  drones,  guided  missiles,  engines, 
fire  control  equipment,  major  electronic 
equipment,  and  other  major  equipment 
or  components.  Its  use  is  further  limited 
to  those  piograms  where; 

( 1 )  Effective  price  competition  does  not 
exist  as  the  result  of  (i)  a  sole  source 
or  limited  source  situation,  or  (il),  a 
substantial  Government  investment  in 
facilities,  special  tooling,  development,  or 
preparation  for  production. 

i  2  >  Additional  mobilization  capacity  is 
being  developed  with  Government  assist¬ 
ance  and  cost  with  respect  to  such  items 
as  facilities,  special  tooUng,  engineering, 
preparation  for  production,  financing, 
etc.,  are  necessary  for  planning  purpose, 
price  comparisons  or  the  negotiation  of 
reasonable  prices  with  the  new  mobiliza¬ 
tion  source  for  the  first  production  order 
to  follow-on  orders. 

(b)  The  form  shall  be  submitted  quar¬ 
terly  by  the  contractor  within  30  days 
after  the  close  of  each  calendar’ quarter 
during  the  period  of  contract  perform¬ 
ance.  The  cost  information  to  be  included 
in  the  form  shall  be  that  recorded  in  the 
contractor’s  books  (as  well  as  such  other 
information  as  plantwide  rates,  number 
of  completed  vmits,  etc.) 

(c>  Cost  elements  and  related  amounts 
reported  on  DD  Form  1177  shall  conform 
as  closely  as  practicable  to  that  furnished 
by  the  contractor  in  cost  break-down  for 
pricing  purposes.  Where  cost  elements 
normally  reported  separately  for  pricing 
purposes  are  combined  into  major  cost 
categories  on  DD  Form  1177,  a  reconcilia¬ 
tion  shall  be  ftirnlshed  in  the  business 
clearance  requesting  DD  Form  1177  re¬ 
porting  by  relating  cost  elements  re¬ 
ported  on  DD  Form  1177  with  the  corres¬ 
ponding  cost  elements  used  in  cost  break- 
doams  for  pricing  purposes. 

♦  (d)  When  the  contract  requires  sub¬ 
mission  of  DD  Form  1177  reports  a  mini¬ 
mum  of  six  (6)  copies  shall  be  submitted 
quarterly  by  the  contractor  to  the  cogni¬ 
zant  inspector  or  field  contract  adminis¬ 
trator  designated  in  the  contract.  He 
shall  review  and  endorse  each  report.  The 
endorsement  shall  include  a  statement  as 
to  the  completeness  and  accuracy  of  the 
information  present  (except  for  verifi¬ 
cation  of  reported  costs)  together  with 
an  explanation  of  any  deviations  or  omis¬ 
sions  from  reporting  requirements  con¬ 
tained  in  the  contract  and  indication  of 
the  action  taken  for  contrswjtor’s  com¬ 
pliance  on  current  and  subsequent  re¬ 
ports.  Distribution  of  the  reports  shall  be 
as  follows: 

(1)  Two  copies  to  the  cognizant  pro¬ 
curing  activity; 

(2)  One  copy  to  the  Procurement 
Control  and  Clearance  Division  (MAT 
022) :  Headquarters  Naval  Material  Com¬ 
mand: 

(3)  One  copy  to  the  field  contract 
administrator  designated  in  the  con¬ 
tract: 

(4)  One  copy  to  the  cognizant  audi¬ 
tor; 

(5)  One  copy  to  the  cognizant  Area 
Supervisory  Inspector  (if  requested). 

(e)  To  the  extent  that  audit  of  costs 
is  authorized  by  the  terms  of  the  con¬ 


tract,  other  than  provisions  applying  to 
use  of  DD  Form  1177,  the  cognizant  au¬ 
ditor  stiall  verify  the  accuracy  of  cost 
data  reported  on  DD  Form  1117  by  com¬ 
parison  with  costs  reported  on  the  con¬ 
tractor’s  books  of  accovmt  and  submit, 
within  30  days  after  receipt  of  the  con¬ 
tractor’s  report,  five  (5)  copies  of  his 
findings  to  the  cognizant  contract  ad¬ 
ministration  office  designated  in  the  con¬ 
tract  for  endorsement  and  distribution  to 
the  same  activities  as  the  basic  report. 
The  auditor’s  findings  for  each  quarterly 
report  shall  include: 

(1)  Disclosure  of  any  significant  dif¬ 
ferences  between  costs  reported  on  DD 
Form  1177  and  costs  stated  on  the  con¬ 
tractor’s  books  of  accounts  together  with 
recommendations  for  resolution  of  dif¬ 
ferences. 

(2)  Notification  of  any  significant  cost 
representations  by  the  contractor  which 
are  considered  by  the  cognizant  military 
auditor ’to  be  unreasonable  or  of  doubt¬ 
ful  propriety. 

(3)  Notification  of  any  significant 
accounting  changes  affecting  cost  ele¬ 
ments. 

Periodically,  the  accuracy  of  the  con¬ 
tractor’s  cost  accumulations  will  be  con¬ 
firmed  by  selective  test  procedures  in 
sufficient  depth  to  detect  significant  er¬ 
rors  in  reporting.  Any  discrepancies 
found  will  be  commented  on  in  the  next 
regularly  due  report  of  the  auditor.  At 
contract  completion  or  redetermination, 
a  final  report  setting  forth  the  result  of 
audit  in  summary  form  shall  be  furnished 
the  inspector  concurrently  with  the  sub¬ 
mission  of  the  advisory  report  prepared 
for  pricing  purposes  or  the  contract 
Audit  Closing  Statement,  ^  the  case  may 
be.  The  summary  of  audit  findings  shall 
include  a  brief  reconciliation  between  the 
amounts  reported  on  DD  Form  1177,  the 
amounts  shown  in  the  contractor’s  final 
cost  $tatement  or  price  pn^osal,  and  the 
costs  allowed  or  accept^  by  the  auditor. 

§  737.16—500  Special  Contract  and 
Order  Forms. 

§  737.16—501  Negotiated  Utility  Service 

Conract  F  orms. 

§  737.16-501—1  Estimated  .4nnual  Cost 
$2,500  or  Less  (Unregulated)  and 
$10,000  or  Less  (Regulated). 

(a)  When  Written  Contract  Is  Not  Re¬ 
quired.  ASPS  No.  5,  paragraph  S5-201 
describes  the  conditions  imder  which  the 
use  of  a  written  contract  is  not  required 
in  the  procurement  of  utihty  services.  In 
addition  thereto,  but  subject  to  aU  the 
other  conditions  and  requirements  of  S5- 
201,  the  Commander,  Naval  Facilities 
Engineering  Command  is  authorized  to 
procure  tinregulated  public  utility  serv¬ 
ices  without  written  contract  where  the 
anticipated  annual  charges  will  not  ex¬ 
ceed  $2,500  and  regulated  public  utility 
services  without  written  contract  where 
the  anticipated  annual  charge  will  not 
exceed  $10,000  and  where  a  connection  or 
termination  charge  does  not  exceed 
$1,000  or  $2,500,  respectively.  This  au¬ 
thority  may  be  delegated  by  the  Com¬ 
mander,  Naval  Facilities  Engineering 


Command  as  he  deems  necessary.  In  all 
instances  where  utility  services  are  pro¬ 
cured  without  the  use  of  a  written  con¬ 
tract,  payment  therefor  will  be  made  on 
the  basis  of  monthly  statements  sub¬ 
mitted  in  conformity  with  applicable 
regulations,  including  ASPS  No.  5,  para¬ 
graph  S5-202. 

§  737.16—501—2  Estimated  Annual  Cost 
Over  $2,500  (Unregulated)  and 
Over  $10,000  (Regulated). 

See  §  737.16-501-50. 

§  737.1(i— 501— 50  Forms  and  Clauses  for 
Written  Contracts. 

Whenever  utility  services  are  to  be  pro- 
cm’ed  by  written  contract,  ASPS  No.  5, 
paragraph  S5-203  shall  be  followed,  ex¬ 
cept  as  otherwise  provided  in  §  5.803  (au¬ 
thorizing  the  use  of  ptirchase  orders 
under  GSA  contracts) . 

§  737.16—800  Miscellaneous  Forms. 

§  737.16—812  Release  and  Assignment 
Forms. 

§737.16—812—50  .Standard  Release 
Forms. 

(a)  The  form  of  release  set  forth  in 
16.812(b)  shall  be  used  as  the  standard 
form  of  release  to  be  obtained  from  con¬ 
tractors  under  cost-reimbursement  type 
contracts,  except  facilities  contracts, 
within  S  737.32-402 (a).  The  form  of  re¬ 
lease  set  forth  in  paragraph  (c)  of  this 
section  shall  be  used  as  the  standard 
form  of  release  to  be  obtained  from 
contractors  imder  fixed-price  types  of 
contracts  providing  for  an  adjustable 
price  within  §  737.32-402.  The  form  of 
release  set  forth  in  paragraph  (d)  of  this 
section  shall  be  used  as  the  standard 
form  of  release  to  be  obtained  from 
contractors  under  facilities  contracts 
within  §  737. 32-402 (a),  after  acquisition, 
construction,  installation  and  completion 
of  the  facilities.  The  form  of  release  set 
forth  in  §  16.812(c)  shall  be  used  as  the 
standard  form  of  release  to  be  obtained 
from  assignees  under  cost-relmbur.se- 
ment  type  contracts,  except  facilities 
contracts.  The  form  of  release  set  forth 
in  paragraph  (e)  of  this  section  shall  be 
used  as  the  standard  form  of  release  to  be 
obtained  from  assignees  under  fixed- 
price  and  facilities  contracts  within 
§  737.32-402  (a)  under  assignments  which 
are  in  effect  at  the  time  of  final  pasrment. 
Each  of  the  prescribed  forms  may  be 
modified  to  Include  such  of  the  excep¬ 
tions  authorized  by  §  737.32-402  (b)  and 
§  737.32-402  (c)  as  may  be  found  by  the 
contracting  officer  to  be  appropriate  un¬ 
der  the  contract  concerned. 

(b)  Each  release  shall  be  executed  in 
quadruplicate,  and  shall  be  distributed  as 
follows:  on  executed  copy  to  the  con¬ 
tractor  or  assignee,  as  the  case  may  be; 
one  executed  copy  to  the  contracting 
officer;  and  the  executed  original  and 
one  executed  copy  to  the  dishusing  offi¬ 
cer,  who  will  forward  the  original  to  the 
General  Accounting  Office.  The  approval 
of  the  contracting  officer  shall  be  indi¬ 
cated  on  all  copies  of  releases  containing 
any  of  the  exceptions  provided  in 
5  737.32-402 (b)  and  5  737.32-402(c). 
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(C)  The  following  form  is  for  con-  under  said  contract,  the  Contractor  does,  and  §  737.16-ai2-51  Modifications  in  As- 
tractor’s  release  under  fixed-price  type  receipt  of  said  sum  shall,  for  itself,  signmenl  Form  When  Executed  bv 

contracts  providing  for  an  adjustable  Contractors  Loca'ied  in  California, 

nrlcp  ns  dpserihed  in  8  7^7  ^2-402(al  •  forever  discharge  the  Government,  Its 

price  as  aescnoea  m  s  .  officers,  agents  and  employees,  of  and  from  (a)  S  15.812(d)  approves  for  use  a 

Contractor’s  Release  Under  Contract  all  llabUltles,  obligations  and  claims  whatso-  form  for  Contractor’s  Assignment  of  Re- 

.  Ttuf  ^oS  Sir'Sner^'c^ne^S  CredKequired  by 

N  BY  THESE  PRESENTO:  acquisition,  instruction,  installation  the  Allowable  C^t^^ 

of  the  pr^naise  and  the  co^ietion  of  said  faculties.  Fixed  Fee,  and  Payment  clause  set  forth 

o^’Amerlca^'hereS^S  WITNESS  WHEREOF,  this  release  has  5  '^•203-4.  When  the  fOTm  te  to  be 

;^rnmp^»V  ^jcen  duly  executed  this . day  of  executed  by  contractors  performing  con- 

ttirinrtw"  hAVn . .  19—  tracts  in  California,  the  form  set  forth  in 

($ . )  of  which  is  to  be  . —  §  16.812(d)  shall  be  revised  as  provided 


KNOW  ALL  MEN  BY  THESE  PRESENTS: 
In  consideration  of  the  premise  and  the 

sum  of _ ($ _ )  lawful  money 

of  the  United  States  of  America  (hereinafter 


under  said  contract,  the  Contractor  does,  and 
by  the  receipt  of  said  sum  shall,  for  itself, 
its  successors  and  assigns,  remise,  release, 
and  forever  discharge  the  Government,  its 
officers,  agents  and  employees,  of  and  from 
all  liabUlties,  obligations  and  claims  whatso¬ 
ever  In  law  and  In  equity  arising  under  or  by 
virtue  of,  or  on  any  manner  connected  with, 
the  acquisition,  construction,  installation 
and  completion  of  said  faculties. 

IN  WITNESS  WHEREOF,  this  release  has 


the  "Government”)  . .  executed  this . day  of 

.)  »of  which  has  already  been  i)ald  - -  — ’ 


paid  by  the  Government  under  the  above 
mentioned  contract,  the  undersigned  Con¬ 
tractor  does,  and  by  the  receipt  of  said  sum 
shall,  for  Itself,  its  successors  and  assigns, 
remise,  release  and  forever  discharge  the 
Government,  Its  officers,  agents,  and  em¬ 
ployees,  of  and  from  all  llabUltles,  obliga¬ 
tions  and  claims  whatsoever  In  law  and  in 
equity  under  or  arising  out  of  said  contract. 

IN  WITNESS  WHEREOF,  this  release  has 

been  dtily  executed  this  _  day 

of . 19— 


(Witnesses) 


(Contractor) 

By: . 

Title: . 


(Witness) 


(Contractor) 


By: -  corporate  powers. 


Note. — ^In  the  case  of  a  coiporation,  wit¬ 
nesses  are  not  required  but  the  certUlcata 
below  must  be  completed. 

CERTIFICATE 

I, _ _  certify  that  I 

am  the _ Secretary  of  the  cor¬ 

poration  named  as  Contractor  In  the  forego¬ 
ing  release;  the _ who  signed  said 

release  on  behalf  of  the  Contrsu:tor  was  then 

_ of  said  corporation;  that  said 

release  was  duly  signed  for  and  In  behalf  of 
said  corporation  by  authority  of  Its  govern¬ 
ing  body  and  is  within  the  scope  of  Its 


Note. — In  the  case  of  a  corporation,  wit¬ 
nesses  are  not  required  but  the  certificate 
below  must  be  completed. 

CERTIFICATE 

I. . certify  that  I 

tSn^^am’ei".is”6;ntS)fm1S  ,  KNOW  ALL  MEN  BY  THESE  PRESENTS:  „  i7_201-50 

release:  that . _..?who  In  consideration  of  the  premise  and  the  sum  » 

signed  said  release  on  behalf  of  the  Contrac-  ^  "W" 

tor  was  then . of  said  corpora-  (hereinafter  The  Secretary  ( 

tlon;  that  said  release  was  duly  signed  for  *^®  ^J.h“SSdv ’has' bwn'TOid  authority  set 

and  in  behalf  of  said  corporation  by  author-  - ^  Part  B,  not  deb 

Ity  of  Its  governing  body  and  Is  within  the  — rC — A”  - 1'  ^nicn  is  w  oe 

s^pe  of  Ite  corporate  powers.  .paid  by  toe  C^e^ent  imder  t^  above  §  737.17-202,  5  73 

ICORPORATE  s^Ll  . .  mentioned  contract,  the  undersigned .  51. 

- -  Assignee  of -  c  17—201—51 

(d)  The  following  form  is  for  con .  Contractor  under  said  con-  ®  .„i 

_ ^-.1 _  _ 1 _ _  AviFl  Kw  •fKA  a<i4H  aiim  ITiaieriaie 


[CORPORATE  SEAL] . .  gTaph  numbcred 

(e)  The  following  form  is  for  as-  Subpart  Q — Ex 

signee’s  release  under  fixed-price  -and  Actions  To  Facilil 
facilities  contracts:  g  737.17-200  I 

Assignees’s  Release  Under  Contract _  Adjustment. 


below. 

(1)  The  paragraph  numbered  "1” 
shall  be  revised  to  read  as  follows: 

1.  Assign,  transfer,  set  over  and  release  to 
the  UNITED  STATES  OP  AMERICA  (herein¬ 
after  called  the  Government)  all  right,  title 
and  Interest  to  aU  refunds,  rebates,  credits  or 
other  amounts  (Including  any  Interest 
thereon)  arising  out  of  toe  performance  of 
the  said  contract,  together  with  all  the 
rights  of  action  accrued  or  which  may  here¬ 
after  accrue  thereunder  (except  those  for 
refunds  or  rebates  of,  or  credits  for,  taxes 
paid  to  the  State  of  California  or  any  politi¬ 
cal  subdivision  thereof) . 

(2)  The  following  paragraph  shall  be 
added  immediately  following  the  para¬ 
graph  numbered  “3”: 


Subpart  Q — Extraordinary  Contractual 
Actions  To  Facilitate  the  National  Defense 


§  737.17—200  Requests  for  Contractual 
Adjustment. 

§  737.17—201  Authority  of  the  Secretary. 

§  737.17—201—50  The  Secretary  of  the 
Navy. 

The  Secretary  of  the  Navy  has  retained 
all  authority  set  forth  In  Part  17,  Sub¬ 
part  B,  not  delegated  in  §  737.17-201, 
§  737.17-202,  §  737.17-203  and  §  737.301- 


_ _  Assignee  of _ 

(d)  The  following  form  is  for  con-  . .  Contractor  under  said  con¬ 

tractor’s  release  imder  facilities  con-  -tract,  does  and  by  toe  receipt  of  said  sum 


The  Chief  of  Naval 


tracts: 

Contractor’s  Release  Under  Contract 


WHEREAS,  the  United  States  of  America,  claims  wnatsoever 
hereinafter  called  toe  "Government,”  and  arising  out  of 

- -  a  corporation  or-  ruent. 

ganlzed  and  existing  under  and  by  virtue  of  WITNESS  W 

toe  laws  of  the _ _ _ and  doing  busl-  been  duly  execute' 

ness  at  -  hereinafter  called  - ,  19._ 

toe  “Contractor,”  entered  Into  Contract 

A - ,  dated  _  under 

which  the  Contractor  undertook  to  acquire, 
construct.  Install  and  complete  certain 

facilities  at _ ;  and 

WHEREAS,  said  contract  requires  that  toe 
Contractor  shall  deliver  a  release  In  form 
and  substance  satisfactory  to  toe  Govern- 
ment  before  final  payment  to  the  Contractor  Note  In  the  c 
under  said  contract  for  the  acquisition,  con-  uesses  are  not  n 
structlon,  Installation  and  completion  of  helow  must  be  con 
said  facilities;  and  c 

WHEREAS,  said  facilities  have  been  ac¬ 
quired,  constructed,  installed  and  completed,  I- - 

and  the  Contractor  has  requested  said  final  ^*^® - 

payment;  and  poratlon  named  i 

WHEREAS,  other  provisions  of  said  con-  iS?. 
tract  are  to  continue  In  full  force  and  effect; 

NOW,  THEREFORE,  In  consideration  of  ®‘8“®®  was  men 


shall  for  Itself,  its  successors  and  assigns,  re-  The  Chief  of  Naval  Material  is  au- 
mlse,  release  and  forever  discharge  toe  Gov-  thorized  to  amplify  or  implement  this 
ernment.  Its  offlcera,  ^ents,  ^d  employees,  Section  by  appropriate  directive  or  In- 

structiops  pot  Ipconsistent  with  this 

clauns  whatsoever  In  law  and  in  equity  under 
or  arising  out  of  said  contract  and  assign-  occiion. 

ment.  §  737.17—202  The  Navy  Coniraet  .4d- 

IN  WITNESS  WHEREOF,  this  release  has  justmenl  Board. 

been  duly  executed  this - day  of  ^ 

There  Is  hereby  established  in  the 
Headquarters  Naval  Material  Command 

. . . .  the  Navy  Contract  Adjustment  Board. 

. . (Witness) .  The  Board  shall  consist  of  a  chairman 

. . . .  and  not  less  than  two  nor  more  than  six 

(Assignee)  members,  ail  of  whom  will  be  appointed 

By; .  by  the  Chief  of  Naval  Material.  Alter- 

Titie; .  nates  may  be  appointed  by  the  Chief  of 


(Witnesses) 

(Assignee) 


Note — In  the  case  of  a  corporation,  wit¬ 
nesses  are  not  required  by  the  certificate 
below  must  be  completed. 

CERTIFICATE 


Naval  Material  to  act  in  the  absence  of 
members.  The  Board  shall  be  organized 
in  the  manner  set  forth  in  §  17.202-1, 
and  the  Board  shall  exercise  the 
authority  and  discharge  the  duties  set 
forth  in  Part  17  as  related  to 
Contract  Adjustment  Boards.  The 


. . . certify  that  I  forth  in  Part  17  as  related  to 

Station  ■n;^e'r'a;"Assignle  m  toe  forSS^  u  Boards.  The 

tag  release:  that . . . I...  Board  shall  be  the  successor  to  the  former 


who  signed  said  release  on  behalf  of  toe  As¬ 
signee  was  then  _ of  said  cor- 


the  premises  and  the  sum  of  (9 . ).  Por®«on;  t^t  ^Id  release  was  duly  signed 

^  \  1°^  “id  In  bchalf  at  said  corporation  by  au- 

which  1.  lawful  Bionejr  of  the  Dnltea  State,  the  acope  of  tta  corporate  power., 
of  America,  to  be  paid  by  the  Government  (corporate  seal] _ 


Navy  Contract  Adjustment  Board  estab¬ 
lished  under  the  authority  of  Title  n  of 
the  First  War  Powers  Act  and  Executive 
Order  10210,  and,  to  the  extent  of  the 
Board’s  authority,  the  Board  may  take 
action  on  any  matter  upon  which 
the  former  Navy  Contract  Adjustment 
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Board  might  properly  have  acted  prior  to 
30  June  1958.  The  Board  shall  be  resp>on- 
sible  for  making,  on  behalf  of  the  Navy, 
such  reports  as  may  be  required  by  the 
Office  of  the  Secretary  of  Defense  con¬ 
cerning  actions  under  the  Act  of  28  Au¬ 
gust  1958  and  Executive  Order  10789.  All 
matters  of  interpretation  and  questions 
of  law  arising  in  connection  with  requests 
submitted  to  the  Navy  Contract  Adjust¬ 
ment  Board  shall  be  decided  by  the  Office 
of  the  General  Counsel,  which  Office  shall 
provide  the  Board  with  all  necessary 
legal  advice  and  assistance. 

§  737.17—203  Authority  of  Other  Offi¬ 
cers  and  Officials. 

(a)  Authority.  The  officers  and  officials 
designated  in  (b)  below  shall  exercise 
the  authority  and  discharge  the  duties 
set  forth  in  Part  17  as  related 
to  officers  and  officials  having  authority 
under  §  17.203. 

(b)  Delegations.  The  designees  under 
paragraph  (a)  of  this  section  are  as 
follows: 

Commander  of  each  Systems  Com¬ 
mand: 

Chief  of  Naval  Research: 

Aviation  Supply  Officer,  Philadel¬ 
phia; 

Commander,  Military  Sealift  Com¬ 
mand; 

Commandant  of  the  United  States 
Marine  Corps; 

(c)  Redelegations.  The  authority 
hereby  delegated  may  be  redelegated, 
with  or  without  the  authority  to  make 
successive  redelegations,  and  imder  ap¬ 
propriate  terms,  conditions,  and  limi¬ 
tations,  and  subject  to  the  following 

i  rt  n  e  • 

(1)  The  authority  set  forth  in  5 17.203 

(a)  (i)  to  deny  requests  for  adjustment 
may  not  be  redelegated  below  the  Direc¬ 
tor  of  the  procuring  activity,  or  the  head 
of  a  field  pixrchasing  activity. 

(2)  The  authority  set  forth  in  §  17.203 
"  (a)  (ii)  and  (lil) ,  may  not  be  redelegated 

below  the  Director  of  the  Contracts  Di¬ 
vision  or  the  Director  of  the  Purchasing 
Division  of  a  procuring  activity. 

(d)  Copies  of  Redelegation.  Two  copies 
of  each  redelegation  of  authority  as  au¬ 
thorized  above,  shall  be  forwarded  to  the 
Navy  Contract  Adjustment  Board. 

(e)  Approval  of  Counsel.  Each  exerci.se 
of  the  authority  set  forth  in  §  17.203(a) 
by  officers  and  officials  listed  in  S  17.203 

(b) (ii)  and  §  737.17-203 (b)  shaU  have 
the  prior  approval  of  Counsel  for  the 
procuring  activity  involved. 

§  737.17—208  Procc.<i.sing  Cases. 

§  737.17—208—1  Investigation. 

(a)  The  cognizant  procuring  activity 
shall  take  the  following  action  in  connec¬ 
tion  with  contractors’  requests  where  it 
Is  considered  nece.ssary  to  establish  fi¬ 
nancial  or  cost  facts: 

(1)  Obtain  a  formal  advisory  audit  re¬ 
port  from  the  cognizant  Government 
auditor  (through  the  appropriate  liaison 
office  of  the  Comptroller  of  the  Navy 
(Contract  Audit  Division) ;  l.e.,  the  Navy 
Area  Audit  Office  having  cognizance  of 
the  geographical  area  In  which  the  pro¬ 
curing  activity  is  located) ; 


(2)  Specify  in  the  request  for  audit 
the  purpose  for  which  the  audit  report 
will  be  tised,  making  reference  to  the  per¬ 
tinent  aspect  of  the  contractor’s  request 
for  relief  and  furnished  to  the  Navy 
Area  Audit  Office,  with  the  request,  two 
copies  of  the  pertinent  financial  or  cost 
data  submitted  by  the  contractor;  and 

(3)  Forward  the  advisory  audit  re¬ 
port  to  the  Board  as  part  of  the  case 
file  in  those  cases  submitted  to  the 
NavT  Contract  Adjustment  Board  under 
§  17.208-3. 

§  737.17—208—2  Di^^position  Below  Sec¬ 
retarial  I^evel. 

Where  a  contractor’s  request  for  con¬ 
tractual  adjustment  is  denied  below 
Secretarial  level,  the  contractor  shall  be 
furnished  a  letter  explaining  the  reasons 
for  the  denial.  See  §  737.17-208-5 (b) . 

§  737.17—208—3  Cases  Referietl  to  Uic 
Navy  Contract  Adju.siment  Board. 

Procuring  activities  shall  provide  the 
Navy  Contract  Adjustment  Board  with 
five  (5)  copies  of  any  case  referred  to  the 
Board  for  decision  under  the  provisions 
of  Public  Law  85-804. 

(a)  Records.  See  §  737.17-208-5(c). 

§  737.17—208—3  Maintenance  of  Rec¬ 
ords  and  Reporting  under  Part  17, 
Suhpart  B. 

This  paragraph  summarizes  the  re¬ 
quirements  for  records  and  reports  by 
the  procuring  activities  under  Part  17, 
Subpart  B,'  and  §  737.17-200,  which  are 
to  be  forwarded  to  the  Headquarters 
Naval  Material  Command  (Navy  Con¬ 
tract  Adjustment  Board) ,  in  addition  to 
the  submission  of  cases  imder  §  17.208-3: 

(a)  When  the  cognizant  procuring 
activity  receives  a  request  for  contrac¬ 
tual  adjustment  under  Part  17,  Subpart 
B,  the  preliminary  record  required  by 
§  17.207-3  is  to  be  prepared  and  for¬ 
warded  Immediately.  Each  procuring 
activity  shall  number  serially  each  re¬ 
quest  as  received  by  it,  beginning  with 
number  “1”.  This  number  shall  be  In¬ 
serted  in  the  preliminary  record  after  the 
name  of  the  activity  (see  §  17.401  (vii)). 

(b)  When  action  is  completed  upon  a 
request  by  issuance  of  a  contractual 
document  or  a  letter  of  denial,  there  shall 
be  attached  together  and  forwarded  im¬ 
mediately,  the  documents  required  by 
§217.208-2fb),  §  17.208-4(b),  and  §  737. 
17-208-2  as  follows: 

( 1 )  'Two  copies  of  the  Memorandum  of 
Decision; 

(2)  One  copy  of  the  contractual  docu¬ 
ment  implementing  the  decision,  or  the 
letter  of  denial,  as  appropriate;  and 

(3)  One  copy  of  the  final  record  in  the 
case. 

Items  (1),  (li)  and  (lil)  above  shall  bear 
the  serial  number  assigned  to  the  request 
in  accordance  with  subparagraph  (b) 
above. 

(c)  When  action  Is  completed  upon  a 
request  by  the  contractor’s  withdrawal 
of  its  request,  there  shall  be  prepared 
and  forwarded  Immediately,  one  copy 
of  the  final  record  required  by  §  17.280-2 

(b)  bearing  the  serial  number  assigned 


in  accordance  with  paragraph  (b)  of  this 
section. 

(d)  The  procuring  activities  sltJill  fur¬ 
nish  to  the  Board  such  other  records  or 
information  as  it  may  request  concerning 
requests  for  adjustment  under  Part  17, 
Subpart  B. 

§  737.17— 208-*^  Interdepartmental  Co¬ 
ordination. 

Tlie  procuring  activity  responsible 
for  processing  a  contractor’s^  request 
for  contractual  adjustment  under  a  Navy 
procurement  shall  be  responsible  for 
establishing  liaison  and  joint  action  with 
other  Military  Department  and  other 
departments  and  agencies  of  the  Govern¬ 
ment  except  that  the  Navy  Contract 
Adjustment  Board  shall  have  such  re¬ 
sponsibility  after  any  such  case  is  sub¬ 
mitted  to  it.  ’The  cognizant  procuring 
activity  shall  be  responsible  for  all  other 
interdepartmental  coordination  under 
§  17.208-6,  except  that  a  finding  that 
a  contractor  is  essential  to  the  na¬ 
tional  defense  for  performance  of  Navy 
contracts  or  as  a  source  of  supply  to  the 
Navy  may  be  made  only  by  the  Navy 
Contract  Adjustment  Board.  Where  a 
procuring  activity  desires  to  recommend 
such  a  finding,  its  recommendation 
shall  be  submitted  to  the  Board  by  a 
letter  in  the  form  set  forth  In  §  17.208-3 
but  containing  only  such  of  the  listed 
data  as  may  be  sufficient  for  this  purpose. 

§  737.17—300  Residual  Powers. 

§  737.17—301  Delegation  of  Authority. 

§  737.17-301-31  Transfer  of  Sale  of 
Government  Property  to  Contractors 
and  Subcontractors. 

(a)  Delegation.  In  accordance  with 
§  17.301.  there  is  hereby  delegated  to 
each  officer  and  official  listed  in  §  17.203 
(b)  (ii) ,  without  authority  to  redelegate, 
authority  to  approve,  authorize  and  di¬ 
rect  the  transfer  or  sale  of  Government 
property  having  an  estimated  value  not 
in  excess  of  $50,000  to  any  Navy  contrac¬ 
tor  or  subcontractor  or  vendor  of  such 
contractor,  when  in  his  judgment; 

(1)  Such  transfer  or  sale  is  necessary 
or  desirable  to  facilitate  the  performance 
of  the  Navy  contracts  involved; 

(2)  It  is  not  feasible  to  accomplish  the 

transfer  or  sale  under  the  provisions  of 
Part  13  or  §  737.13-100;  and  ‘ 

(3)  Under  all  the  circumstances,  the 
transfer  or  sale  will  facilitate  the  na¬ 
tional  defense. 

(b)  Prior  Approval.  Before  making  any 
such  transfer  the  procuring  activity  coiji- 
cemed  must  secure  the  prior  approval  of 
the  Systems  Command  or  Inventory 
Control  Point  hartng  Inventory  control 
of  the  property  Involved. 

(c)  Limitations  as  to  Property  In¬ 
volved.  The  authority  delegated  hereby 
shall  not  extend  to; 

(1)  Property  which  has  been  declared 
excess  to  the  needs  of  the  Department  of 
Defense,  or  has  been  reported  for  screen¬ 
ing,  unless  .such  property  has  been  with¬ 
drawn  in  accordance  with  NAVSUPINST 
4500.12; 

(2)  Property  listed  In  NAVSUPINST 
4500.12;  and 
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(iii)  Property  subject  to  a  mandatory 
allocation  order,  unless  the  transfer  in¬ 
volved  is  in  compliance  therewith. 

(d)  Payment.  The  prices  at  which  the 
material  will  be  sold  shall  be  determined 
in  the  same  manner  as  they  are  deter¬ 
mined  under  §  737.13-702-50 (a)  (v).  The 
provisions  for  reimbursement  or  payment 
to  the  Government  and  the  other  ac¬ 
counting  requirements  set  forth  in  NAV- 
SUP  Manual,  Vol.  n.  Par.  25360,  shall 
apply  to  each  such  transfer. 

(e)  Records.  One  copy  of  the  Memo¬ 
randum  for  Approval  required  by  S  17.303 
shall  be  forwarded  to  the  Chief  of  Naval 
Material,  when  executed,  with  two  addi¬ 
tional  copies  for  the  Navy  Contract  Ad¬ 
justment  Board. 

Subpart  S — ^Transportation 
§  737.19—200  Planning  and  Solicitation. 

§  737.19—204-  Consignment  and  Mark¬ 
ing  Instructions. 

Consignment  data  in  contracts  shall  be 
in  accordance  with  the  consignment  in¬ 
structions  in  the  Terminal  Facilities 
Guide,  United  States  Navy,  Marine  Corps, 
and  Coast  Guard  (NAVSUP  Pub.  445, 
MCO  P4600.9).  Improper  consignments 
result  in  unnecessary  expenditure  of 
transportation  funds  because  of  switch¬ 
ing  and  other  charges  and  delayed  de¬ 
livery  of  material. 

§  737.19—204—1  Invoicing  Instructions 
for  Classified  Ciontracts. 

To  establish  a  uniform  procedure  for 
the  preparation  of  invoices  relating  to 
classified  contracts,  procuring  activities 
shall  add  the  following  paragraph  to  the 
invoicing  instructions  pertaining  to  such 
contracts: 

In  order  to  prevent  dlsclosiue  of  classified 
Information,  invoices  submitted  under  this 
contract  shall  be  so  prepared  that  the  sup¬ 
plies  or  service  covered  thereby  can  be  identi¬ 
fied  only  by  reference  to  the  contract.  For 
example,  the  Invoice  may  state  “Contract 

N _ ,  Item  2,  100  @  $1.00-4100.00.“  The 

security  classification  shown  on  the  contract 
shall  not  appear  on  the  invoices. 

§  737.19—207  Mode  of  Tramportation. 

(a)  The  Contra.ct  as  Awarded.  Con¬ 
tracts  and  purchase  orders  normally  shall 
not  specify  a  particular  method  of  trans¬ 
portation  or  a  particular  carrier  for  the 
delivery  of  contract  items.  If  the  con¬ 
tracting  officer  considers  it  necessary  for 
the  Navy  to  control  the  method  of  trans¬ 
portation  (e.g.,  so  as  to  expedite  the 
movement  of  contract  items  or  otherwise 
to  fulfill  special  Navy  requirements) ,  the 
procurement  shall  generally  be  made  on 
the  basis  of  delivery  f  .o.b.  origin,  and  this 
is  a  valid  reason  for  departing  from  the 
policy  of  §  19.104.  However,  when 
special  types  of  transportation  equip¬ 
ment  or  limited  facilities  for  the  delivery 

*  and  receipt  of  material  at  destination 
permit  the  use  of  only  one  mode  of  trans¬ 
portation,  such  special  delivery  require¬ 
ments  may  be  included  in  f.o.b.  destina¬ 
tion  purchase  documents  without  prior 
referral  to  appropriate  MTMTS  (Mili¬ 
tary  Traffic  Management  and  Terminal 
Service  Area  Command) . 

(b)  Contract  Modification:  f.o.b.  Des¬ 
tination  of  f.o.b.  Origin.  Where  It  be¬ 


comes  necessary  to  control  the  method  of 
transportation  under  an  f.o.b.  destina¬ 
tion  contract,  and  numerous  changes  are 
likely  to  be  made,  time  permitting,  the 
contracting  officer  shall  issue  a  contract 
modification  changing  the  place  of  de¬ 
livery  to  f.o.b.  origin  and  shall  make  an 
appropriate  downward  adjustment  in  the 
contract  price. 

(c)  Modification  of  f.o.b.  Destination 
Contracts  to  Specify  Transportation 
Method.  Ordinarily  changes  in  destina¬ 
tion  or  advancement  of  delivery  date  un¬ 
der  f.o.b.  destination  contracts  w'ill  be 
made  by  contract  modifications  which  set  . 
forth  the  new  destination  or  delivery  date 
and  adjust  the  contract  price  as  neces¬ 
sary  to  reflect  any  increase  or  decrease 
in  cost  to  the  contractor.  If  it  is  also 
necessary  to  specify  a  particular  method 
of  transportation,  it  is  imperative  that 
contracting  officers  consult  the  appro¬ 
priate  MTMTS  office  (see  S  737.19-301 
and  NAVSUP  Manual,  Vol.  V)  for  advice 
relative  to  the  method  of  transportation, 
which  shall  be  stated  in  the  contract 
modification, 

(d)  Dispatch  and  Oral  Instructions  to 
Contractors.  If  a  shipment  is  extremely 
urgent  and  time  does  not  permit  prior 
modification  of  the  contract  to  include 
the  new  destination  or  delivery  date  and 
method  of  delivery,  the  contracting  offi¬ 
cer  (or  the  cognizant  Field  Contract  Ad¬ 
ministrator,  as  directed  or  authorized  by 
the  contracting  officer)  may  issue  dis¬ 
patch  shipping  instructions  to  the  con¬ 
tractor  to  effect  timely  delivery  of  con¬ 
tract  items.  If  time  does  not  permit 
dispatch  Instructions,  oral  instructions 
may  be  given,  but  they  shall  be  imme¬ 
diately  confirmed  in  writing.  As  soon  as 
possible,  dispatch  and  oral  instructions 
shall  be  incorporated  in  a  contract  modi¬ 
fication,  prepared  in  accordance  with 
paragraph  (c)  of  this  section.  Advice  of 
military  traffic  management  officers 
should  be  obtained  prior  to  the  issuance 
of  dispatch  or  oral  shipping  instruction 
to  the  contractor  in  order  that  the  most 
expeditious  and  economical  method  of 
transportation  will  be  specified.  Con¬ 
tracting  officers  should  not  specify 
methods  of  shipment  without  such  prior 
consultation  with  MTMTS  office.  The 
basic  policy  and  the  authority  in  the 
selection  of  the  method  of  transporta¬ 
tion  are  stated  in  NAVSUP  Manual,  Vol. 
V. 

(e)  Late  Deliveries.  All  actions  taken 
under  this  §  737.19-207  shall  be  con¬ 
sistent  with  Part  8,  Subpart  F.  Termina¬ 
tion  for  Default  and  Section  XXV,  Pro¬ 
duction  Surveillance  and  Reporting. 
Where  it  is  evident  that  the  contractor 
will  be  delinquent  in  making  delivery, 
the  procedures  specified  herein' shall  be 
carefully  administered  to  ensure  that  the 
Government  does  not  pay  for  premium 
transportation  used  to  meet  delivery 
dates  where  delivery  would  otheru'ise  be 
late. 

§  737.19—207—1  Transportation  and  De¬ 
livery  Requirements  for  Classified 
Procurements. 

Procmements  classified  ,  as  Confi¬ 
dential  or  higher  shall  be  purchased  on 
f.o.b.  origin  basis  when  the  size,  bulk  of 


quantity  to  be  transported  will  require 
the  employment  of  commercial  transpor¬ 
tation  services.  Under  such  circum¬ 
stances  these  procurements  shall  provide 
for  transportation  at  Government  ex¬ 
pense  (normally  on  U.S.  Government 
bills  of  lading).  Routing  instructions, 
when  required,  will  be  obtained  from 
the  appropriate  military  sources  (see 
§  737.19-301) .  These  are  the  only  sources 
permitted  to  authorize  commercial 
transportation  within  the  Navy.  Excep¬ 
tion  is  made  with  respect  to  shipments 
via  those  media  which  shipping  officers 
(as  defined  in  NAVSUP  Manual  Par. 
51056)  have  been  delegated  authority  to 
route.  Representatives  may  obtain  as¬ 
sistance  and  advice  relative  to  the  par¬ 
ticular  mode  of  transportation  to  be 
employed  from  the  appropriate  military 
traffic  management  sources.  See  also 
DOD  Information  Security  Program 
Regulation  (DOD  5200. 1-R)  and  De¬ 
partment  of  the  Navy  Supplement  (OP 
NAVINST  5510.1D). 

§  737.19— 300  Evaluation  of  Bids  and 
Proposals. 

§  737.19—301  Transportation  Rates  and 
Related  Costs. 

§  737.19—301—1.  Sourees  of  Transpor¬ 
tation  Rates  and  Related  Costs. 

(a)  Requests  originating  In  the  Naval 
Systems  Commands  for  assistance  on  the 
following  will  be  addressed  to  the  Trans¬ 
portation  Management  SpeciaUsts  as¬ 
signed  to  the  respective  Systems  Com¬ 
mand; 

(1)  Freight  rates  and  related  trans¬ 
portation  and  handling  costs. 

(2)  Transportation  evaluations  of  in¬ 
vitations  for  bids  and  requests  for 
proposals. 

(3)  Transportation  evaluations  of 
specific  procurement  actions  or  docu¬ 
ments. 

(4)  All  other  items  of  transportation 
management  concern.  After  review  and 
technical  interpretation.  Naval  Systems 
Command  Transportation  Management 
Specialists  will,  as  necessary,  address  re¬ 
quests  for  freight  rates  and  related  costs 
to  the  sources  indicated  in  paragraphs 
(b),  (c),  and  (d)  of  this  section. 

(b)  Requests  for  freight  rates,  rout¬ 
ing,  ocean  transportation  rates.  <X)NUS 
port  handling  charges  and  related  com¬ 
mercial  costs  or  other  information  per¬ 
taining  to  procurement  evaluations  or 
shipment  of  material  expected  to  move 
from  a  CONUS  point  to  another  CONUS 
point  or  an  overseas  destination  (includ¬ 
ing  consideration  of  services  available 
from  commercial  carriers,  the  Military 
Airlift  Command  (MAC)  and  the  Mili¬ 
tary  Sealift  Command  (MSC)  will  be 
addressed  to  the  cognizant  Military  Traf¬ 
fic  Management  and  Terminal  Service 
Area  Commander  as  indicated  in  Chap¬ 
ter  108  of  the  Military  Traffic  Man¬ 
agement  ^Regulation  (NAVSUPINST 
4600.70,  MCO  P4600.14).  The  term 
“CONUS  port  handling  charges”  Includes 
accessorial  service  charges  such  as 
wharfage,  heavy  lift,  handling  and  un¬ 
loading. 

(c)  Requests  by  Navy  contracting  of¬ 
ficers  for  ocean  transportation  rates. 
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overseas  port  handling  charges  and 
related  Information  pertaining  to  pro¬ 
curement  evaluations  or  shipment  of 
material  expected  to  move  between  over¬ 
seas  points  or  from  an  overseas  point  to 
CONUS  will  be  addressed  to  the  Navy 
Supply  Systems  Command  (Transporta¬ 
tion  Systems  Division).  Marine  Corps 
contracting  officers  shall  obtain  such  in¬ 
formation  fr(»n  the  Commandant  of 
the  Marine  Corps  (Code  LFS-2).  The 
term  “overseas  port  handling  charges” 
as  used  above.  Includes  accessorial  serv¬ 
ice  charges  such  as  wharfage,  heavy  lift, 
handling  and  imloading. 

(d)  Requests  by  Navy  and  Marine 
Corps  contracting  officers  for  overseas 
f- eight  rates  and  related  costs  pertain¬ 
ing  to  procurement  evaluations  or  ship¬ 
ment  of  material  expected  to  move  be¬ 
tween  overseas  points  by  land  or  com¬ 
mercial  air  will  b:;  addressed  to  the  over¬ 
seas  Military  Commander  exercising  as¬ 
signed  common  user  mih^ary  operated 
land  transportation  responsibility  as 
directed  by  the  overseas  Theater  Com¬ 
mander  concerned.  This  service  is  pro¬ 
vided  by  the  Army  except  as  may  be 
otherwise  directed  by  the  Theater  Com¬ 
mander  (Joint  Service  Instruction 
OPNAV  4640.3). 

Subpart  T — Administrative  Matters 

§  737.20—700  As^ignnirnl  of  <4>nlra<  l 
Adntini!>lralion. 

§  737.20—702  Responfibililii-s. 

§  737.20—702—3  Conlran  Ai]i>rini-lra> 
tion  Ofliee. 

(a)  The  contract  administration  office 
shall  perform  all  assigned  contract  ad¬ 
ministration  functions  listed  In  §  1.406 
to  the  fullest  extent  of  its  capabilities 
and  refer  fimctions  beyond  its  capa¬ 
bility  to  its  parent  headquarters  for  per¬ 
formance. 

(b)  When  feasible,  the  contract  ad¬ 
ministration  office  shall  perform  such 
other  contract  administration  functions 
not  listed  in  §  1.406  as  may  be  re¬ 
quested  by  the  purchasing  office.  If  re¬ 
sources  are  not  available  to  perform 
such  functions,  the  contract  administra¬ 
tion  office  shall  so  advise  its  parent 
headquarters  and  the  purchasing  office 
making  the  request. 

§  737.20—702—4  Manapor  or 

I’rwuring  Artivilj. 

^a)  Appropriate  agreements  shall  be 
reached  between  the  project  manager  or 
procuring  activity  and  the  applicable 
NAVPRO  (Naval  Plant  Representative 
Office)  or  SUPSHIP  (Supeivisor  of  Ship¬ 
building,  Conversion  and  Repair)  with 
respect  to  the  functions  of  each  relative 
to  major  defense  system  contract  where 
the  NAVPRO  or  SUPSHIP  is  to  per¬ 
form  fimctions  not  listed  in  §  1.406(c). 
Those  functions  normally  performed  by 
NAVPROs  and  SUPSHIPs.  as  listed  in 
§  1.406(c),  shall  not  be  included  in  the 
agreement  unless  withheld,  supple¬ 
mented,  modified  or  clarified. 

(b)  The  objective  of  the  agreement  is 
to  establish  a  clear  understanding  as  to 
which  Government  element  is  respon¬ 
sible  for  administering  specific  aspects  of 
the  contract.  The  existence  of  a  clear  un- 
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derstanding  will  minimize  the  possibility  ' 
that  duplioation  may  occur  or  that  a  re¬ 
sponsible  element  may  be  by-passed  in 
providing  Government  direction  to  the 
contractor.  Within  the  capability  of 
NAVPROs  and  SUPSHIPSs,  project 
managers  or  procuring  activities  shall 
delegate  maximum  authority  to  them  to 
perform  such  functions  as  participation 
in  preliminary  design  reviews  and  criti¬ 
cal  design  reviews,  surveillance  and 
monitoring  of  development  risk,  stand¬ 
ardization  control,  interface  control,  ap¬ 
proving  contract  changes,  trade-off 
studies,  approval  of  certain  Class  I  en¬ 
gineering  changes,  approval  of  specifica¬ 
tions,  etc.  These  functions  should  be  in¬ 
cluded  in  the  agreements. 

§  737.20—702—3  Moniloring  ('.onlrar- 
lor's  Costs. 

(a)  Within  each  NAVPRO  (Naval 
Plant  Representative  Office)  and  SUP¬ 
SHIP  (Supervisor  of  Shipbuilding,  Con¬ 
version  and  Repair)  administering  con¬ 
tracts  with  contractors  expected  to  have 
sales  to  the  Government  in  excess  of 
$5,000,000  during  the  next  12  months  on 
other  than  firm  fixed-price  and  fixed- 
price  with  escalation  contracts,  an  in¬ 
dividual  or  organizational  element  shall 
be  designated  responsible  for; 

(1)  developing  and  maintaining  an 
annual  written  plan  and  schedule  for  the 
performance  of  industrial  reviews  of  the 
contractor’s  operations  to  assure  that  the 
continuous  should  cast  responsibility  as¬ 
signed  by  §  737.1.406-50(b)  (4)  is  being 
fully  implemented.  This  annual  plan  is  to 
provide  coverage  for  each  major  indus¬ 
trial  fimction  of  the  contractor  over  a 
period  of  2-3  years  and  identify  the  orga¬ 
nizational  units  of  the  NAVPRO,  SUP¬ 
SHIP  assigned  this  surveillance  respon¬ 
sibility.  In  the  development  of  the  should 
cost  surveillance  plan,  consideration 
should  be  given  to  the  annual  olan  of 
operations  audits  (functional  area  re¬ 
views)  developed  by  the  Defense  Con¬ 
tract  Audit  Agency  (DCAA)  filed  audit 
office,  and  to  the  extent  possible,  there 
should  be  an  integration  of  the  industrial 
review  pipgrams  of  organizational  units 
of  the  NAVPRO  SUPSHIP  with  the 
operations  audits  programs  of  the  DCAA 
office. 

(2)  coordinating  the  performance  of 
the  continuous  should  cost  efforts  of  the 
organizational  units  of  the  NAVPRO/ 
SUPSHIP: 

(3)  coordinating  the  continuous  should 
cost  efforts  of  the  NAVPRO  SUPSHIP 
with  those  of  the  DCAA  auditor  and  any 
other  activity  assisting  the  NAVPRO/ 
SUPSHIP; 

(4)  assuring  that  the  contractor  takes 
appropriate  action  to  correct  conditions, 
policies,  or  practices  which  are  not  con¬ 
sidered  the  most  economical  and  efficient 
for  the  performance  of  Government  con¬ 
tracts; 

(5)  issuing  cost  avoidance  notices  to 
the  contractor  advising  of  specific  costs 
that  will  not  be  allowed  if  inciu-red; 

(6)  coordinating  NAVPRO/ SUPSHIP 
actions  to  assure  that  the  procuring  con¬ 
tracting  officer,  project  manager,  the 
head  of  the  procuring  activity,  and  other 
responsible  officials  are  informed  of  rele¬ 


vant  matters  significantly  affecting  the 
most  economical  and  effective  perform¬ 
ance  of  Government  contracts  ;  and 

(7)  assisting  NAVPRO/SUPSHIP, 
DCAA,  and  other  Government  personnel 
in  obtaining  access  to  pertinent  contrac¬ 
tor  policies,  procedures,  and  related  fi¬ 
nancial  data  and  obtaining  the  assist¬ 
ance  of  the  procuring  contracting  officer 
when  such  access  is  being  denied  or  im¬ 
paired. 

(b)  When  developing  the  plan  required 
by  (a)(1),  the  reviews,  functions,  and 
audit  effort  of  the  NAVPRO/SUPSHIP 
and  DCAA  personnel  required  in  the  fol¬ 
lowing  contract  costs  related  areas  shall 
be  considered  and  integrated  Into  the 
overall  NAVPRO/SUPSHIP  should  cost 
surveillance  plan : 

(1)  review'  of  the  contractor’s  manage¬ 
ment  and  operations  as  prescribed  by 
contracts,  ASPR,  NPD,  or  other  appli¬ 
cable  regulations; 

(2)  participation  in  reviews  of  the  con¬ 
tractor’s  operational  (functional  area  re¬ 
news)  conducted  by  the  DCAA  auditor  in 
accordance  with  the  Defense  Contract 
Audit  Manual  (DCAAM  7640.1) ; 

(3) '  negotiation  of  Forward  Pricing 
Rate  Agreements; 

(4)  review  and  evaluation  of  contrac¬ 
tors’  overhead  in  conjunction  with 
negotiation  or  audit  determination  of 
final  overhead  rates; 

(5)  negotiation  of  prices  for:  changes ; 
orders  under  basic  ordering  agreements; 
and  orders  under  contracts  for  pro¬ 
visioned  and  other  items; 

(6)  cost/price  evaluation  of  contrac¬ 
tor’s  proposals  for  procuring  contracting 
officer; 

(7)  determination  of  allowability  of 
costs  under  cost-reimbursement  type 
contracts  during  performance  and  upon 
completion; 

(8)  administration  of  progress  pay¬ 
ments; 

(9)  review  and  evaluation  of  cost  and 
funds  reports; 

(10)  representation  on  evaluation  and 
demonstration  reviews,  and  maintaining 
surveillance,  in  connection  with  appli¬ 
cable  C/SCSC  (Cost/Schedule  Control 
System  Criteria)  requirements;  and 

(11)  assure  contractor  compliance 
with  promulgations  of  the  Cost  Account¬ 
ing  Standards  Board. 

(12)  evaluation  of  any  potential  im¬ 
pact  of  prospective  major  contracts  on 
contractor’s  cost,  schedule,  and  techni¬ 
cal  performance  under  existing  con¬ 
tracts,  and  advising  procuring  contract¬ 
ing  officers  of  findings. 

(c)  An  official  review  of  the  NAVPRO,/ 
SUPSHIP  implementation  of  the  con¬ 
tinuous  should  cost  plan  shall  be  con¬ 
ducted  by  the  parent  command  at  least 
annually.  Whenever  feasible,  the  review 
shall  be  performed  concurrently  and  in 
conjunction  with  other  reviews  or  in¬ 
spections  performed  by  the  parent  com¬ 
mand. 

(d)  Where  appropriate,  the  NAVPRO 
or  SUPSHIP  should  establish  a  Con¬ 
tinuous  Should  Cost  or  Business  Review 
Staff;  reporting  to  the  Officer-in-Charge 
(who  is  the  Principal  Administrative 
Contracting  Officer) ,  to  perform  the 
functions  listed  in  paragraph  (a)  of  this 
section. 


FEDERAL  REGISTER,  VOL.  40,  NO.  4 — TUESDAY,  JANUARY  7,  1975 


RULES  AND  REGULATIONS 


14C9 


(e)  The  plan  required  by  paragraph 
(a)()  of  this  section  must  be  tailored 
to  the  contractor  and  NAVPRO/SUP- 
SHIP  concerned,  taking  into  account 
the  extent  of  competition  in  awarded 
contracts,  the  contractor’s  operating 
methods,  the  nature  of  the  work  being 
done,  procurement  cycle  stage,  business 
and  industry  practices,  types  of  con¬ 
tracts  Involved,  degree  of  technical  and 
financial  risk,  ratio  of  Government/ 
commercial  work,  and  extent  that  per¬ 
formance  efficiencies  have  been  pre¬ 
viously  demonstrated.  Further,  the  plan 
should  stress  the  imi>ortance  of  antici¬ 
pating  potential  problems  and  provide 
a  means  of  calling  them  to  the  attention 
of  the  contractor  at  a  stage  early  enough 
to  enable  preventive  action  to  be  taken. 

§  737.20—702—6  Responsiliililies  of 
^AVPROs  and  SUPSHIPs  for  Allow¬ 
ability  of  C'iOsts  Under  Cost-Reini- 
biirsement  Type  Contracts. 

(a)  The  cognizant  NAVPRO  (Naval 
Plant  Representative  Office)  or  SUP- 
SHIP  (Supervisor  of  Shipbuilding,  Con¬ 
version  and  Repair),  assisted  by  the 
DCAA  (Defense  Contract  Audit  Agency) 
auditor,  has  final  responsibility  for  de¬ 
termining  whether  costs  incurred  under 
cost-reimbursement  type  contracts  are 
reasonable,  allocable,  and  otherwise 
allowable. 

(b)  §  3.809(c)  designates  the  auditor 
as  the  authorized  representative  of  the 
contracting  officer  for  examining  con¬ 
tract  costs  for  the  purpose  of  determin¬ 
ing  allowable  direct  and  indirect  costs 
under  Part  15,  Contract  Cost  Principles 
and  Procedures,  except  for  negotiated 
overhead  rates  (§3.700).  During  per¬ 
formance  of  the  contract,  the  auditor 
processes  vouchers  for  provisional  pay¬ 
ment  subject  to  final  audit.  At  comple¬ 
tion  of  the  contract,  the  auditor  forwards 
the  completion  voucher  to  the  NAVPRO/ 
SUPSHIP  accompanied  by  the  final  audit 
report  which  summarizes  all  costs  Incur¬ 
red  and  considered  allowable  from  the 
inception  to  the  completion  of  the  con¬ 
tract.  The  NAVPRO/SUPSHIP  shaU  ap¬ 
prove  the  final  voucher  for  the  final  pay¬ 
ment  after  assuring  that  the  contractor 
has  fully  complied  with  all  provisions  of 
the  contract. 

(c)  The  auditor  issues  DCAA  Form  1, 
Notice  of  Contract  Costs  Suspended  and/ 
or  Disapproved,  with  a  copy  to  the 
NAVPRO/SUPSHIP,  with  respect  to 
costs  claimed  but  not  considered  allow¬ 
able.  The  auditor  is  required  to  discuss 
controversial  disallowances  with  the 
NAVPRO/SUPSHIP,  prior  to  Issuing  the 
DCAA  Form  1.  §  1.406(c)  (iv)  requires 
that  the  contract  administration  office 
determine,  upon  written  appeal  by  the 
contractor,  the  allowability  of  costs  sxis- 
pended  or  disapproved  by  the  auditor. 

(d)  During  the  period  of  contract  per¬ 
formance,  the  NAVPRO/SUPSHIP  is  re¬ 
sponsible  for  the  performance  of  contract 
administration  functions  listed  in  §  1.406 
and  §  737.1-406-50.  In  the  day-to-day 
performance  of  these  functions,  NAV¬ 
PRO/SUPSHIP  personnel  should  be 
alert  to  inefficient  and  uneconomical  pol¬ 
icies  and  practices  being  followed  by  the 
contractor  that  can  result  in  the  incm- 


rence  of  unnecessary  costs.  If  sufficient 
Inf  ormaton  is  available  to  indicate  that  a 
contractor’s  practice  is  causing  unneces¬ 
sary  contract  costs,  the  NAVPRO/ 
SUPSHIP  shall  direct  the  issuance  of  the 
DCAA  Form  1  by  the  auditor  for  the  sus¬ 
pension  or  disapproval  of  costs  incurred, 
as  provided  by  §  3.809(c)  (i).  Where  the 
NAVPRO/SUPSHIP  believes  that  un¬ 
necessary  costs  are  being  incurred  by  a 
contractor,  and  requires  audit  assistance, 
available  information  should  be  coordi¬ 
nated  adtli  the  auditor,  and  the  NAV¬ 
PRO/SUPSHIP  should  request  specific 
audit  coverage  of  the  functional  area 
involved. 

§  737.20—706  Designation  of  the  Dis¬ 
bursing  OOire. 

§  737.20-706—30  Defense  Contract  .4d- 
inini.strution  .Services  Disbursing  Of- 
fice.s. 

When  contracts  are  assigned  to  an  of¬ 
fice  of  Defense  Contract  Administration 
Services  for  administration,  the  cogni¬ 
zant  Defense  Contract  Administration 
Services  Regional  Office  (DCASR)  shall 
be  designated  as  the  paying  office.  How¬ 
ever,  when  only  source  inspection  is  to  be 
performed  by  a  Defense  Contract  Ad¬ 
ministration  Services  Office  for  procure¬ 
ments  of  $2,500.00  or  less,  as  authorized 
by  §  20.703-1,  the  appropriate  paying 
office  listed  in  §  737.20-706-51  or  §  737.- 
20-706-52  below  shall  be  designated. 

§  737.20—706—31  Other  Military  Depart¬ 
ment  Disbursing  Offices. 

Contracts  citing  appropriations  or 
funds  of  the  Departments  of  the  Army  or 
the  Air  Force  or  of  other  DOD  agencies 
will  designate'  the  appropriate  finance 
offices  of  those  Departments  as  specified 
in  the  applicable  MIPRs.  Contracts 
chargeable  to  the  appropriations  or 
funds  of  more  than  one  Military  De¬ 
partment  will  designate  a  disbursing  or 


Disbursing  office 
NRFC  Washington,  D.C _ 


NRPC  Norfolk,  Va. 


NRFC  Great  Lakes,  lU 


NRFC  San  Diego,  CalUT. 


NRFC  San  Francisco,  Calif. 


NRFC  Pearl  Harbor,  Hawaii _ 


financing  office  of  each  Department  in¬ 
volved  to  disburse  the  appropriations  of 
the  Department,  except  that  when  such 
contracts  are  for  research  and  develop¬ 
ment,  a  disbursing  office  of  the  procuring 
Department  may  be  designated  to  make 
all  payments. 

§  737.20-706-32  Navy  Disbursing  Of¬ 
fices. 

(a)  General.  All  contracts  citing  Navy 
appropriations  which  are  not  assigned  to 
a  Defense  Contract  Administration  Serv¬ 
ices  Regional  Office  for  administration 
shall  designate  the  appropriate  Navy  dis¬ 
bursing  office  to  make  payments  against 
Navy  appropriations.  Except  as  otherwise 
provided  in  paragraphs  (b)  through  (h) 
of  this  section;  one  of  the  disbursing 
offices  listed  herein  shall  be  designated. 
In  contracts  providing  for  inspection  and 
acceptance  of  items  by  the  Navy  at  the 
contractor’s  plant,  the  Navy  regional 
finance  center  (NRFC)  serving  the  area 
in  which  the  contractor’s  plant  is  located 
shall  be  designated  as  the  paying  office 
in  the  contract.  In  contracts  providing 
for  inspection  and  acceptance  at  a  point 
other  than  the  contractor’s  plant,  the 
Navy  regional  finance  center  serving  the 
area  in  which  the  receiving  activity  is  lo¬ 
cated  shall  be  designated  as  the  paying 
office  in  the  contract;  except  that  if  the 
contract  provides  for  inspection  and  ac¬ 
ceptance  at  more  than  one  destination 
point  or  at  a  destination  point  outside  the 
continental  United  States,  the  Navy  re¬ 
gional  finance  center  serving  the  area  in 
which  the  principal  office  of  the  con¬ 
tractor  (the  office  to  which  delivery  of 
the  check  is  to  be  made)  is  located  shall 
be  designated  as  the  paying  office  in  the 
contract.  See  NavCompt  Manual,  par. 
046300.  Exceptions  to  the  foregoing  are 
made  in  the  case  of  certain  orders  issued 
by  bureaus,  systems  commands  and  in¬ 
ventory  control  points  as  provided  for  in 
NavCompt  Manual,  par.  064006-3. 


Area  served 

District  of  Columbia,  Maryland  and  counties 
of  Arlington,  Clarke,  Culpeper,  Fairfax, 
Fauquier,  Frederick,  King  George,  Loudon, 
Page,  Prince  William,  Rappahannock,  Shen¬ 
andoah,  Stafford,  Warren  and  Westmore¬ 
land,  and  the  cities  of  Alexandria  and  Fair¬ 
fax  In  Virginia. 

Maine,  New  Hampshire,  Vermont,  Massachu¬ 
setts,  Rhode  leland,  Connecticut,  New 
York,  New  Jersey,  Pennsylvania,  Delaware, 
Virginia,  except  the  areas  served  by  the 
NRFC,  Washington,  D.C.;  West  Virginia, 
North  Carolina,  South  Carolina.  Tennessee, 
Georgia,  Florida,  Alabania,  and  Mississippi. 

North  Dakota,  South  Dakota,  Wyoming,  Ne¬ 
braska,  Colorado,  Kansas,  Minnesota,  Iowa, 
Missouri,  Wisconsin,  Michigan,  Illinois,  In¬ 
diana,  Ohio,  Kentucky,  Arkansas,  Louisi¬ 
ana,  Oklahoma  and  Texas. 

Southern  part  of  California  including  the 
Counties  of  Santa  Barbara,  Kern  and  San 
Bernardino  and  all  counties  south  thereof, 
Arizona  and  New  Mexico  and  Clark  County, 
Nevada. 

Northern  part  of  California,  including  coun¬ 
ties  of  San  LuU  Obispo,  Kings,  Tulare,  Invo 
and  all  counties  north  thereof,  Utah.  Ne¬ 
vada  (except  Clark  County)  ,*  Washington, 
Oregon,  Montana,  Idaho  and  Alaska. 

HawaU. 
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(b>  Contracts  Citing  the  Appropria¬ 
tion  17X4912,  Navy  Indnstrial  Fund.  Ex¬ 
cept  as  provided  in  paragraph  (c)  of  this 
section  .when  the  contract  is  chargeable 
to  the  Navy  Industrial  Fund,  the  disburs¬ 
ing  office  will  be  the  applicable  Navy 
Industrial  Fund  activity  if  so  cited  on  the 
requisition.  Other^'ise,  the  appropriate 
disbursing  office  listed  in  paragraph  (a) 
of  this  section  will  be  designated. 

(c)  Contracts  for  Petroleum  Products. 

( 1 )  Except  for  the  Military  Sealift  Com¬ 
mand.  Navy  Industrial  rWd  activities 
regularly  paying  their  dealers;  Bills 
will  designate  payment  by  their  ov^m  dis¬ 
bursing  office.  Orders  for  petroleum  for 
Military  Sealift  Command  vessels  will 
pro\ide  for  payment  by  the  disbursing 
office  of  the  Military  Sealift  Command 
activity  to  w'hich  the  ship  is  assigned,  ex¬ 
cept  that  orders  for  petroleum  products 
used  as  bunkers  on  government  owned 
tankers  administratively  assigned  to  the 
Military  Sealift  Command  and  operated 
under  a  cost-plus-a-fixed-fee  contract 
will  provide  for  paj-ment  by  the  Com¬ 
mander,  Military  Sealift  Command, 
Washington,  D.C.  when  the  charge  is 
against  a  Navy  Industrial  Fund  activity 
not  regularly  pajing  its  own  dealers’  bills 
or  against  any  other  Navy  appropriation, 
orders  will  provide  for  payment  by  the 
appropriate  office  specified  in  paragraph 
(c)  (2)  of  this  section. 

(2)  Except  as  otherwise  provided  by 
amendment  to  the  general  provisions  for 
petroleum  products,  the  following  paying 
procedures  apply  to  all  deliveries: 

(i)  The  ordering  activity  will  desig¬ 
nate  NRFC  San  Francisco  as  the  paying 
office  if  delivery  is  made  within  Arizona, 
New’  Mexico,  California,  Oregon,  Wash¬ 
ington,  Montana,  Idaho,  Nevada,  Utah, 
Wyoming  or  Colorado,  or,  if  the  home 
office  of  the  contractor  is  located  in  any 
such  state  and  deliveries  are  made  in 
those  states.  Including  deliveries  outside 
those  states  under  the  same  delivei’y 
orders. 

(ii)  The  ordering  activity  will  desig¬ 
nate  NRFC  Washington  as  the  paying  of¬ 
fice  for  all  other  deliveries.  Including 
into-plane  deliveries,  as  provided  in 
Naval  Supply  Systems  Command  Man¬ 
ual,  par.  22417-4. 

(3)  Only  one  paying  office  will  be  des¬ 
ignated  on  each  order. 

(d)  Contracts  for  Solid  Fuels.  When 
coal  is  procured  under  contracts  specify¬ 
ing  delivery  direct  from  designated 
mines,  NRFC  Washington  will  be  desig¬ 
nated  the  paying  office  except  when 
charge  is  to  the  Navy  Industrial  Fund 
and  the  disbursing  office  serving  the  Navy 
Industrial  Fund  activity  is  designated  in 
the  requisition.  When  coal  is  procured 
from  retatil  distributors  the  disbursing 
office  will  be  selected  in  accordance  with 
<a)  and  (b)  above  or  <g)  below  as  ap¬ 
propriate. 

(e)  Ship’s  Store  Stock.  An  east  coast 
and  a  west  coast  disbursing  office  have 
been  assigned  the  function  of  payment  of 
dealer’s  bills  for  all  ship’s  store  items 
wliich  are  listed  in  the  Ship’s  Store  Afioat 
Stock  Catalog.  NRFC  Brookljm  is  the 
east  coast  office  and  NRFC  San  Francisco 
is  the  west  coast  office. 


(f)  Overseas  Navy  Commissary  Store 
Merchandise.  Fast  Pay  or  Certificate  of 
Conformance  purchases  of  commissary 
store  merchandise  to  be  shipped  via  a 
continental  United  States  transhipping 
activity  will  specify  payment  by  NRFC 
Norfolk  when  shipment  is  via  an  east 
coast  transhipping  activity  and  NRFC 
San  Francisco  when  shipment  is  via  a 
west  coast  transhipping  activity. 

(g)  Contracts  with  Contractors  out¬ 
side  the  United  States.  Invoices  for  into- 
plane  deliveries  imder  contracts  will  be 
forwarded  directly  to  NRFC  Washington. 
Except  when  payment  is  to  be  made  by  a 
DCASR  in  accoi’dance  with  §  737.20-706- 
50  or  by  a  Navy  disbursing  office  in  Can¬ 
ada,  contracts  providing  for  payment  in 
Canadian  dollars  will  designate  NRFXT 
Washington  as  the  paying  office.  In  all 
other  cases,  contracts  with  contractors 
outside  the  United  States  will  designate 
the  disbursing  office  serving  the  receiving 
activity  to  make  payment. 

(h)  Superintendent  of  Documents.  All 
orders  on  the  Superintendent  of  Docu¬ 
ments  will  designate  NRFC  Washington 
as  the  payihg  office  and  billings  will  be 
submitted  directly  to  that  office  as 
provided  in  NavCompt  Manual,  par. 
046301-2C. 

§  737.20—900  Corporate  Atlniini-lrative 
('.on t rat- ting  Oflicor  (CACO). 

§  737.20-901  General. 

(a)  Part  20,  Subpart  H,  provides  policy 
and  procedures  for  the  assignment  of  a 
Corporate  Administrative  Contracting 
Officer  (CACO)  and  the  duties  and  re¬ 
sponsibilities  of  a  CACO.  A  CACO  will  be 
established  when  the  corporate  structure 
is  such  that  multi-divisional  policy  and 
procedures  require  ACO  review’  and  ap¬ 
proval  and  where  the  corporation  re¬ 
tains  the  authority  for  decision-making 
in  these  areas, 

(b)  Recommendations  for  appoint¬ 
ment  of  a  CA<X)  shall  be  submitted  by  a 
Contract  Administration  Office  (CAO) 
via  appropriate  channels  to  the  Chief  of 
Naval  Material  for  those  applicable  con¬ 
tractors  assigned  to  Navy  under  the  Plant 
Cognizance  Program.  The  Chief  of  Naval 
Material  will  coordinate  the  recommen¬ 
dations  with  the  Army,  Air  Force  or  De¬ 
fense  Supply  Agency/CAS,  as  applicable. 
If  the  decision  is  for  the  Navy  to  assume 
the  CACO  responsibilities,  the  Chief  of 
Naval  Material  will  notify  the  parent 
organization  of  the  CAO  so  that  imme¬ 
diate  action  may  be  taken  by  that  orga¬ 
nization  to  select  and  appoint,  in  writing, 
an  individual  as  the  CACO.  A  copy  of  the 
appointment  letter  sliall  be  provided 
Headquarters,  Defense  Supply  Agency, 
Attention  DCAS-J,  for  listing  of  the 
CACO  in  the  DOD  Directory  of  Contract 
Administration  Services  Components 
(DOD  4105.59-H).  The  parent  organiza¬ 
tion  shall  also  advise  the  contractor  of 
the  designation. 

(c)  Regardless  of  the  DOD  component 
affiliation  of  the  CACX),  participation  in 
the  CACX)  program  is  required  for  CAOs 
at  lower  organizational  segments  of  the 
contractor.  Accordingly,  affected  Navy 
CAOs  will  designate  an  A<X)  as  the  Divi¬ 


sional  ACO  (DACO)  for  participation  in 
the  CACO  program. 

§  737.20—904  Duties  and  Respunsibili- 
lies  of  Corporate  ACO. 

(a)  The  duties  and  responsibilities  of 
the  CACO  are  set  forth  in  Part  20,  Sub¬ 
part  H.  Performance  of  such  duties  and 
responsibilities  may  include,  among 
others; 

( 1 )  The  review  of  contractor  corporate 
policies  and  procedures,  particularly  as 
they  relate  to  the  incurrence  of  costs  and 
the  allocation  thereof  to  government 
contracts  or  to  costs  generated  at  the 
corporate  lev^  and  allocated  to  divisions, 
profit  centers,  etc.  Items  subject  to  such 
review  may  include,  for  example: 

(i)  corporate  home  office  expenses  and 
divisional  allocation; 

(ii)  travel  and  per  diem; 

( iii )  relocation  expenses ; 

(iv)  compensation  program,  including 
wages  and  salaries,  overtime,  pension 
plans,  severance  pay,  bonus  or  incentive 
plans; 

(V)  leasing  policies; 

(vl)  insurance  programs; 

(vli)  advance  imderstandings  on  par¬ 
ticular  cost  Items; 

(vlii)  determining  the  adequacy  of 
corporate  HWsclosure  Statements  imder 
the  Cost  Accounting  Standards; 

(ix)  requesting  the  appointment  of 
Divisional  ACOs; 

(X)  m&D  expenses  policy; 

(xi)  processing  and  executing  nova¬ 
tion  agreements; 

(xii)  patent  and  royalty; 

(xiii)  lease  versus  purchase  of  ADP 
Equipment  Analysis; 

(xiv)  Contractor’s  Weighted  Average 
Share  (CWAS)  rating; 

(XV)  termination  policy; 

(xvi)  compliance  with  cost  account¬ 
ing  standards  and  disclosed  practices; 

(xvli)  negotiating  and  entering  into 
forward  pricing  rate  agreements  for 
home  office  expenses; 

(xviii)  property  and  disposal  policy; 
and 

(xix)  departmental  tri-service  nego¬ 
tiations,  as  requested. 

(2)  Providing  to  the  DACOs  pertinent 
rep>orts  of  CACO  review,  negotiations  and 
approvals  or  disapprovals.  The  rate  and 
allocations  so  reported  are  not  subject  to 
further  negotiation  or  audit  deteimina- 
tion  at  the  DACO  level. 

(3)  Conducting  meetings  as  needed, 
noimally  not  less  frequently  than  on  an 
annual  basis;  such  meetings  to  be  at¬ 
tended  by  interested  CAO  personnel, 
DACOs,  contracting  officers  at  interested 
purchasing  offices,  and  Defense  Contract 
Audit  Agency  personnel  for  discussion 
and  resolution  of  contractual  matters 
that  have  inter-divisional  implications. 
When  appropriate,  representatives  of 
other  government  organizations  shall  be 
invited.  However,  the  total  number  of 
conferees  should  be  kept  to  a  practical 
minimum.  A  summary  report  of  each 
meeting  shall  be  furnished  to  the  con¬ 
ference  participants  within  30  days  after 
the  close  of  the  conference. 

(4)  Maintaining  such  communication 
with  DACOs  as  necessary  to  provide 
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pertinent  information  as  to  corporate  de¬ 
velopment  and  acquiring  knowledge  of 
DACO  problems  and  developments  hav¬ 
ing  corporation-wide  impact. 

(5)  In  accomplishing  the  above  or 
other  official  duties,  CACOs  will  be  per¬ 
forming  at  the  corporate  level  appropri¬ 
ate  AGO  authorities  and  responsibilities 
as  set  forth  in  §  1.406.  In  so  doing,  the 
CACO  shall  not  duplicate  audit  fimc- 
tlons  set  forth  in  S  737.1-407.  Normally, 
a  CAC  (Corporate  Audit  Coordinator)  is 
assigned  by  DCAA  to  the  corporate  level. 
In  such  instances,  the  CACO  shall: 

(i)  Coordinate  with  the  CAC  in  pre¬ 
senting  and  resolving  with  the  contrac¬ 
tor,  corporate-wide  problems  of  mutual 
interest; 

(ii)  Attend  CAC  conferences  and  dis¬ 
seminating  the  results  of  such  confer¬ 
ences  to  DACO; 

(iii)  Invite  the  CAC  to  attend  appro¬ 
priate  CACO  meetings; 

(iv)  Inform  the  CAC  of  all  major  ac¬ 
tions,  policies,  and/or  agreements  re¬ 
sulting  from  the  CA<X>  program. 

§  737.20—905  Responsibilities  of  Divi¬ 
sional  ACO  (DACO). 

A  Divisional  ACO  shall  follow  a  poUcy 
of  full  disclosure  and  support  to  the 
CACjO  program.  DACOs  shall  provide  the 
CACO  with; 

(1)  Copies  of  any  reports  requested  or 
considered  pertinent  for  CACO  consid¬ 
eration  or  action. 

(2)  Complete  information  concerning 
any  local  problem  areas  which: 

(i)  May  also  exist  within  the  CACO 
complex,  or 

(ii)  Cannot  be  solved  locally. 

§  737.20—906  Agreements. 

A  written  agre^ent  between  the 
CACO  and  each  DACO  shall  be  prepared 
by  the  CACO.  The  agreements  shall 
Identify  and  specify  each  function  to  be 
performed  by  the  CACO  and  the  DACO. 
Agreements  shall  be  executed  within  90 
days  after  the  CACX>  is  established. 

Subpart  U — Procurement  Management 
Reporting  System 

§  737.21—100  Individual  Procurement 
Action  Report  (DD  Form  350) 

§  737.21—101  Preparation  of  DD  Form 
350. 

§  737.21-101-1  Coding. 

The  following  coding  shall  be  used  for 
the  DD  Form  350  Items  indicated: 

(a)  Item  IB.  General.  Entries  in  this 
block  serve  to  Identify  procurement  ac¬ 
tions  executed  by  field  contract  adminis¬ 
tration  offices  or  the  section,  branch  or 
division  responsible  for  procurement 
awards  executed  by  certain  Headquarters 
purchase  organizations. 

(1)  Field  Contract  Administration  Of ~ 
flee  Procurement  Actions  Only.  Enter 
alpha  code  “P”  in  It^  IB  for  all  pro¬ 
curement  actions  executed  by  a  field  con¬ 
tract  administration  office  listed  in  the 
DOD  Directory  of  Contract  Administra¬ 
tion  Services  Components  (DOD  4105.59- 
H). 

(2)  Headquarters,  Naval  Sea  Systems 
Command,  Naval  Air  Systems  Command 


and  Naval  Electronic  Systems  Command 
Procurement  Actions  Only.  Enter  a  one¬ 
digit  alpha  or  nimierlc  code  to  identify 
the  NAVSEA  02,  NAVAIR  02  or  NAV 
TiTT.Ex:  02  Section,  Branch  or  Division 
responsible  for  the  procurement  action 
being  reported.  The  three  affected  com¬ 
mands  wUl  select  their  own  codes  and 
determine  the  extent  of  the  breakdown, 
l.e.,  whether  to  report  Divisions  only  or 
to  report  Branches  and  Sections.  These 
three  commands  shall  submit  a  list  of 
the  Divisions,  Branches  and  Sections 
and  related  codes,  and  all  subsequent  ad¬ 
ditions  and  deletions,  to  the  Cffiief  of 
Naval  Material  (MAT  0214) . 

(b)  Item  2B,  Department.  Enter  a 
single  capital  letter  to  identify  “Depart¬ 
ment”  in  accordance  with  the  following 
table : 

N — Navy 

M — Marine  Cori>s 
A — Army 
P — Air  Force 

P — Government  Printing  Office 
G — General  Services  Administration 
D — Office  of  the  Secretary  of  Defense 
and  Defense  Agencies  other  than  the  De¬ 
fense  Supply  Agency 
S — Defense  Supply  Agency 
X— All  others 

(c)  Item  2E.  Enter  one  of  the  follow¬ 
ing  alpha  codes  for  Kind  of  Procurement 
Action  Codes  4,  6,  and  8 ; 

(1)  Code  P — Action  fully  priced  at 
time  of  Issuance. 

(2)  Code  N — Action  not  fully  priced  at 
time  of  issuance,  and  contractor  not  ob¬ 
ligated  to  total  performance  for  a  maxi- 
mmn  dollar  amount. 

(3)  Code  C — Action  not  fully  priced  at 
time  of  issuance,  but  contractor  obli¬ 
gated  to  total  performance  for  a  maxi¬ 
mum  dollar  amoimt. 

(4)  Code  S — Action  fully  priced  super¬ 
seding  a  not  fully  priced  action. 

(d)  Item  22,  Date  of  this  Action  and 

Item  23,  Estimated  Completion  Date.  En¬ 
ter  alpha-numeric  codes  to  indicate 

month  and  calendar  year.  Codes  and  ex¬ 
amples  are: 

Months:  Calendar  Years 

A — Jan  E — May  I — Sep  6 — 1976 

B— Feb  P— Jun  J— Oct  5—1975 

C— Mar  G— Jul  K— Nov  4—1974 

D — Apr  H — Aug  L — Dec  _ 

Example:  Date  of  this  Action,  22  Au¬ 
gust  1974,  would  be  coded  H/4/22 
Example:  Estimated  Completion  Date, 
May  1976,  would  be  coded  E/6 

(e)  Item  24A,  Procurement  Adminis¬ 
trative  Leadtime.  Enter  the  munber  of 
elapsed  calendar  days  from  the  date  the 
Procurement  Request  was  received  in 
(Contracts  in  a  form  that  it  could  be  proc¬ 
essed  until  the  date  the  award  was  made. 
Elxample:  The  Procurement  Request  was 
received  on  10  January  1974,  and  the 
award  was  made  on  2  July  1974.  The 
entry  in  Item  24A  would  be  “173”  for  the 
elapsed  calendar  days.  Entry  in  Item 
24A  aM>lies  only  to  Definitive  Contracts, 
i.e.,  those  that  are  shown  as  Code  3  in 
Item  14  on  DD  Form  350. 

(f)  Report  Control  Symbol  DD-I&L 
(M)  1014appUes. 


Subpart  V — ^Service  Contracts 

§  737.22—200  Proenrement  of  Expert  or 

Consultant  Services. 

§  737.22-200-1  Scope  of  Part. 

Additional  Navy  procedures  governing 
the  procurement  of  personal  services  of 
experts  or  consultants,  or  organizations 
thereof,  vmder  authority  of  5  U.S.C.  3109 
(formerly  5  UB.C.  55a)  are  set  forth  in 
the  Federal  Personnel  Manual,  Chapter 
304  and  Appendix  C  thereto  (CMMI 
304-C). 

§  737.22-203  Policy. 

In  the  case  of  task  type  contracts, 
where  personal  services  are  not  involved, 
there  is  not  need  to  invoke  the  excep¬ 
tional  authority  of  5  U.S.C.  3109  even 
though  the  ser^ces  of  experts  and  con¬ 
sultants  are  utilized.  Accordingly,  5 
U.S.C.  3109  should  not  be  used  as  author¬ 
ity  for  such  task  type  contracts. 

Subpart  W — Subcontracting  Policies 
and  Procedures 

§  737.23—100  Review  of  Contractors* 

Procurement  Systems. 

§  737.23—101  Review  Criteria. 

§  737.23—101—1  Review  of  Contractors* 

Procurement  Systems. 

(a)  Scope.  This  NPD  supplements 
ASPR  guidance  concerning  the  criteria 
for  performing  an  initial  CPSR  (Con¬ 
tractor  Procurement  System  Review) ; 
deciding  upon  the  need  for  subsequent 
reviews;  and  determining  the  composi¬ 
tion  of  the  CPSR  team.  In  additiem,  re¬ 
quirements  are  established  for  evaluating 
the  efforts  of  the  NAVPRO  (Naval  Plant 
Representative  Office)  or  the  SUPSHIP 
(Supervisor  of  Shipbuilding,  Conversion 
and  Repair)  in  maintaining  surveillance 
of  the  contractor’s  procurement  system. 

(b)  Expanded  Criteria  for  Conducting 
CPSRs.  Initial  CPSRs  shall  be  conducted 
when  required  by  §  23.101  and,  in  addi¬ 
tion,  in  those  situations  where  it  is  ex¬ 
pected  that  the  contractor  imder  the 
cognizance  of  a  NAVPRO  or  SUPSHIP 
will  have  sales  to  the  Government  during 
the  next  twelve-month  period  in  excess 
of  $5,000,000  on  non-competitive  (as  to 
price)  negotiated  contracts  (including 
modifications  to  competitively  awarded 
contracts)  whether  these  Include  firm 
fixed-price  contracts,  fixed-price  con¬ 
tracts  with  escalation,  or  other  contract 
types, 

(c)  Subsequent  Reviews.  Where  the 
annual  evaluation  of  the  need  to  perform 
a  subsequent  Cff*SR  (§  23.101(b))  results 
in  a  decision  by  the  NAVPRO  or  SUP 
SHIP  that  none  is  necessary,  a  written 
determination  to  the  effect.  Including  the 
rationale  therefor,  shall  be  made.  A  copy 
of  the  determination  and  findings  shall 
be  furnished  to  the  higher  headquarters 
activity  within  the  command  responsible 
for  establishing  CPSR  schedules. 

(d)  CPSR  Teams.  Navy  C:PSR  teams 
shall  include,  on  a  full  or  part-time  basis 
as  appropriate,  personnel  with  bock- 
groimd  and  skills  in  purchasing,  financ¬ 
ing,  estimating,  engineering,  quality  as¬ 
surance.  production  and  material  control. 
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and  other  exiJei  tise  considered  necessary 
by  the  team  captain.  ASPR  81-202.1 
provides  additional  guidance  concerning 
the  review  team. 

(e)  Review  of  NAVPR  J/SVPSHIP 
Subcontracting  Surveillance  Program. 

(1)  Before  completion  of  a  review 
(whether  Initial  or  subsequent)  of  the 
contractor’s  procurement  system,  the 
CT*SR  team  shall,  except  as  noted  in  (2) 
below,  perform  a  review  of  the  NAVPRO 
or  SUPSHIP  subcontracting  surveillance 
program  (see  §  737.23-108-1) .  Hiis  re¬ 
view  shall  entail  an  evaluation  of  the 
following  aspects  of  the  program; 

(i)  Adequacy  of  the  written  surveil¬ 
lance  plan; 

(ii)  Extent  to  which  the  surveillance 
efforts  of  the  organizational  imits  and 
the  resident  auditor  are  being  coordi¬ 
nated; 

(ill)  Timeliness  of  follow-up  action  to 
determine  the  corrective  measures  being 
taken  by  the  contractor; 

(Iv)  Degree  to  which  supporting  con¬ 
tract  administration  is  being  effectively 
utilized; 

(V)  Adequacy  of  the  procedures  being 
followed  to  maintain  complete  visibility 
of  the  status  of  critical  subcontractors; 
and 

(Vi)  Results  attributable  to  the  sur¬ 
veillance  program,  e.g.,  effective  imple¬ 
mentation  of  Government  recommenda¬ 
tions  by  the  contractor,  continued  prog¬ 
ress  in  detecting  and  resolving  problems, 
contractor  emphasis  on  problem  preven¬ 
tion  and  adoption  of  preventive  meas¬ 
ures. 

(2)  When  necessitated  by  time  limita¬ 
tions,  the  review  of  the  surveillance  pro¬ 
gram  may  be  curtailed  provided  such  a 
review  was  accomplished  by  higher 
headquarters  during  the  preceding  six 
mcmths. 

(3)  The  CPSR  team  shall  provide  on- 
the-spot  guidance  to  the  NAVPRO  or 
SUPSHIP  if  the  CTPSR  Indicates  a  need 
for  an  Increase  or  reduced  level  of  sur¬ 
veillance  as  the  case  may  be  (|  737.23- 
108-1  (c) )  or  a  need  for  additional  atten¬ 
tion  to  specific  areas. 

(4)  A  summary  of  the  findings  result¬ 
ing  from  the  review  of  the  siuveillance 
pirogram  shall  be  included  in  the  CPSR 
r^x>rt,  together  with  recommendations 
for  improv^nent  and  a  conclusion  as  to 
the  overall  adequacy  of  the  program. 
Where  the  surveillance  review  was  cur¬ 
tailed  in  accordance  with  paragraph 
(e)  (2)  of  this  section,  the  document  con¬ 
taining  the  findings  of  the  earlier  review 
shall  be  referenced. 

§  737.23—108  Surveillanre  of  the  Con¬ 
tractor's  Apprt>%ed  Pr«MMireincnl  Sys¬ 
tem. 

§  737.23—108—1  .Surveillance  of  Sub¬ 
contracting  Operations. 

(a)  General.  Subcontract  costs  rep¬ 
resent  a  large  percentage  of  the  total 
cost  of  defense  procurements.  Also,  a 
close  relationship  exists  between  sound 
subcontracting  practices  and  the  achieve¬ 
ment  of  prime  contract  objectives.  To 
determine  the  effectiveness  of  subcon¬ 
tracting  operations,  the  NAVPRO  (Naval 


Plant  Representative)  and  the  SUPSHIP 
(Supervisor  of  Shipbuilding,  Conversion 
and  R^air)  shall  establish  and  maintain 
a  suitably  selective  and  fiexible  program 
providing  for  the  continuous,  compre¬ 
hensive  surveillance  of  the  contractor’s 
procurement  system, 

(b)  Definition.  As  used  in  this  NPD,  a 
contractor’s  procurement  system  refers 
to  the  collective  policies,  procedures, 
methods,  practices  and  operations  util¬ 
ized  by  the  contractor  to  purchase,  rent, 
lease,  or  otherwise  obtain  material  or 
services  required  for  contract  perform¬ 
ance.  It  includes  such  functions  as  deter¬ 
minations  and  definition  of  require¬ 
ments,  solicitation  and  selection  of 
sources,  preparation  and  award  of  sub¬ 
contracts  and  intra-company  transac¬ 
tions,  and  all  phases  of  the  administra¬ 
tion  of  subcontracts  and  inti-a-company 
transactions,  including  their  close-out 
and  settlement. 

(c)  Purpose  of  Surveillance.  (1)  ’The 
purpose  of  maintaining  surveillance  of 
subcontracting  (^rations  is  to  determine 
how  effectively  they  are  contributing  to 
prime  contract  cost,  schedule  and  tech¬ 
nical  performance  requirements;  to  as¬ 
certain  what  improvements  are  necessary 
in  the  contractor’s  procurement  system; 
and  to  assure  that  preventive  or  correc¬ 
tive  action  is  taken  in  a  timely  manner. 
To  accomplish  this  purpose,  surveillance 
efforts  shall  be  directed  to  those  con¬ 
tractor  procurement  practices  which 
significantly  affect  cost,  schedule,  or 
technical  performance. 

(2)  Care  riiall  be  exercised  to  assure 
that  surveillance  is  not  maintained  or 
extraded  beyond  the  level  necessary  to 
protect  the  interests  of  the  Government. 
Specifically,  surveillance  shall  not  be 
conducted  to  Investigate  matters  of 
minor  significance,  to  obtain  statistical 
data  simply  for  the  purpose  of  maintain¬ 
ing  statistics,  or  solely  for  the  purpose 
of  determining  compliance  with  appli¬ 
cable  regulations.  Prompt  action  shall  be 
taken  to  modify  or  reduce  surveillance 
as  changing  circumstances  warrant  or 
as  may  be  commensurate  with  a  results- 
orlented  surveillance  program.  As  in  all 
contract  administration  matters,  it  is  es¬ 
sential  that  contract  administration  per¬ 
sonnel  be  fully  observant  of  the  prime 
contract  terms  and  conditions  in  order 
to  avoid  actions  which  exceed  contrac¬ 
tual  requirements  and  to  assure  that  any 
directions,  suggestions  or  requests  ad- 
with  the  contract  provisions, 
dressed  to  the  contractor  are  consistent 

(d)  Applicability.  The  subcontracting 
operations  of  contractors  under  NAV 
PRO /SUPSHIP  <x>gnlzance  shall  be  kept 
under  continuous  surveillance  regardless 
of  the  approval  status  of  the  contractor’s 
procurement  system. 

(e)  Responsibilities  for  Surveillance. 
The  surveillance  responsibilities  of  the 
respective  organizational  units  of  the 
NAVPRO  or  SUPSHIP  shaU  be  clearly 
defined  and  their  efforts  coordinated  to 
obtain  best  results.  Within  each  contract 
administration  office  an  individual  shall 
be  designated  who  will  be  responsible  for: 

(1)  Developing  and  maintaining  a 
surveillance  plan; 


(2)  Coordinating  the  surveillance  ef-  1 
forts  of  the  organizational  units  and  the 
contract  auditor,  taking  care  to  avoid 
duplication  of  the  fimctions  involved; 

(3)  Assuring  that  the  contractor  takes 
necessary  corrective  action;  and 

(4)  Coordinating  and  controlling  the 
use  of  supporting  contract  administra¬ 
tion  by  other  contract  administration 
offices  when  required. 

(f)  Surveillance  Plan.  Since  procure¬ 
ment  operations  permeate  the  entire  or¬ 
ganization  of  the  contractor,  surveillance 
in  one  sense  is  an  awareness  by  NAVPRO 
or  SUPSHIP  personnel  of  how  engineer¬ 
ing,  production  and  quality  problems  re¬ 
late  to  procurement  problems.  To  be 
fully  effective,  the  surveillance  program 
must  be  continuous,  comprehensive  and 
fiexible.  Under  a  fiexible  approach,  the 
nature  and  extent  of  surveillance  will 
vary  with  the  applicable  circumstances. 

For  example,  a  greater  degree  of  sur-  | 
veillance  shall  be  maintained  for  devel-  j 
opment  and  Initial  production  effort  j 
than  for  follow-on  producticm,  and  cost-  | 
type  contracts  shall  be  monitored  more  i 
closely  than  fixed-price  c(mtracts.  Ihe  ’ 
following  policies  and  procedures  shall  ! 
apply  in  formulating  the  surveillance 
plan:  ' 

(DA  written  plan,  providing  for  con- 
tinuous  surveillance  of  subcontracting  ' 
operations  shall  be  developed  by  each  > 
NAVPRO  and  SUPSHIP.  The  plan  shaU 
be  based  on  the  gvildance  concerning  sub-  i 
contracting  evaluations  provided  herein, 
in  addition  to  that  contained  in  Part  23, 
ASPR  Supplement  No.  1  and  the  DOD 
Manual  for  Contractor  Procurement  • 
System  Reviews. 

(2)  The  surveillance  plan  shall  en¬ 
compass  all  aspects  of  the  contractor’s 
procurement  system  and  all  operations 
which  Impact  the  contractor’s  procme- 
ment.  Including  but  not  limited  to  deter¬ 
mination  and  definition  of  req\ilrements, 
purchasing,  estimating,  financing,  prog¬ 
ress  payments,  reimbursement  of  costs, 
engineering,  qualification  approval,  pri¬ 
orities  and  allocations,  schedules  and  de¬ 
livery  dates,  expediting,  transportation, 
quality  assurance,  reliability,  maintain¬ 
ability,  test  requirements,  production, 
material  control.  Government  property, 
provisioining,  repair  parts,  plans,  tech¬ 
nical  manuals,  industrial  security,  make- 
or-buy  decisions,  small  business,  labor 
surplus  and  minority  business  enterprise 
programs.  Particular  emphasis  should  be 
given  to  fiowdown  of  prime  contract  pro¬ 
visions  and.  where  applicable,  the  re¬ 
quirements  of  PJL.  87-653,  “Truth-in- 
Negotiations”  Act. 

(3)  ’The  surveillance  plan  shall  be 
tailored  to  the  c<»itractor  concerned, 
taking  into  account  the  extent  of  compe¬ 
tition  obtained,  the  contractor’s  oper¬ 
ating  methods,  the  nature  of  the  work 
being  done,  procurement  cycle  stage, 
types  of  contracts  involved,  degree  of 
technical  and  financial  risk,  criticality  of 
delivery,  security  classification,  and  per¬ 
formance  history.  ’The  plan  shall  pro¬ 
vide  for  frequent,  selective  observations 
of  day-to-day  operations  related  to  re-  * 
qulrements  determination,  eost/price 
analysis,  award  and  subcontract  ad- 
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ministration.  Further,  the  plan  should 
stress  the  importance  of  anticipating  po¬ 
tential  problems  and  provide  a  means  of 
calling  them  to  the  attention  of  the  con¬ 
tractor  at  a  stage  early  enough  to  enable 
preventive  action  to  be  taken.  Early  in¬ 
volvement  at  the  pre-contract  stage  is 
especially  important  when  the  proposed 
subcontract  requires  Government  con¬ 
sent  prior  to  placement. 

(4)  The  surveillance  plan  shall  provide 
procedures  for  informing  the  contractor 
of  smveillance  findings  and  related 
recommendations:  for  following  up,  as 
necessary,  to  effect  recommended  im¬ 
provements;  and,  when  warranted  by  the 
findings,  for  rescinding  approval  of  the 
contractor’s  procurement  system. 

(g)  Significant  Areas  for  Surveillance. 
Surveillance  of  subcontracting  oper¬ 
ations  shall  be  conducted  to  assure  that 
subcontract; 

(1)  Drawings,  plans  and  specifications 
properly  reflect  contract  requirements 
Including  those  related  to  performance, 
quality,  maintainability  and  reliability: 

(2)  Quantities  ordered  are  realistic 
and  reflect  effective  material  control  and 
usage; 

(3)  Awards  are  made  on  a  competi¬ 
tive  basis  whenever  feasible: 

(4)  Delivery  or  performance  sched¬ 
ules  permit  the  contractor  to  keep  his 
prime  contract  work  on  schedule; 

(5)  Cost/price  analysis  and  negotia¬ 
tion  result  in  fair  and  reasonable  prices; 
and 

(6)  Administration  provides  the  prime 
contractor  reasonable  visibility  of  the 
subcontractor’s  cost,  schedule  and  tech¬ 
nical  performance. 

An  overall  objective  in  connection  with 
the  surveillance  of  subcontracting  op¬ 
erations  is  to  assure  that  the  prime  con¬ 
tractor  performs  a  thorough  review  and 
evaluation  of  subcontractor  cost  and 
pricing  data,  technical  representations 
and  delivery  schedules. 

(h)  Attendance  at  Cogitractor  Meet¬ 
ings.  NAVPRO  and  SUPSHIP  persoimel 
shall  be  encouraged  to  att«id,  on  a  selec¬ 
tive  basis,  contractor  procurement  meet¬ 
ings,  bid  openings,  program  reviews,  ma¬ 
terial  review  board  sessions,  subcon¬ 
tractor  briefings,  make-or-buy  reviews 
and  the  like. 

(i)  Critical  Subcontractors.  Critical 
subcontractors,  that  Is,  those  performing 
significant  design  work,  building  com¬ 
plex  systems,  holding  high  dollar  value 
awards,  or  working  on  long  leadtime 
items,  shall  be  identified  for  special  man¬ 
agement  attention.  This  identification 
shall  be  accomplished  as  early  as  possible 
and  in  coordination  with  the  prime  con¬ 
tractor.  The  degree  of  Involvement  by  the 
prime  contractor  in  progressing  critical 
subcontracts  including  technical  liaison 
and  assessment  of  risk  shall  be  of  pri¬ 
mary  concern. 

(j)  Selection  of  Subcontractor.  The 
contractor’s  somce  selection  methods 
particularly  with  respect  to  the  selection 
of  critical  subcontractors  must  be 
thoroughly  reviewed.  The  review  of  cri¬ 
tical  subcontractor  selections  should  be¬ 
gin  as  early  in  the  procurement  cycle  as 
possible  and  include  the  prime  contrac¬ 


tor’s  advance  procurement  plan,  request 
for  proposal  and  formal  contractual  doc¬ 
ument.  Emphasis  shall  be  placed  during 
the  review  on  conformity  with  Depart¬ 
ment  of  Defense  acquisition  policies  as 
outlined  in  DOD  Directive  5000 . 1 . 

(k)  Subcontractor  Performance.  Fre¬ 
quent  examination  shall  be  made  of  the 
contractor’s  records  concerning  subcon¬ 
tractor  cost,  schedule  and  technical  per¬ 
formance  putting  stress  omthose  regard¬ 
ing  critical  subcontracts.  When  appro¬ 
priate,  the  contract  administration  ofl&ce 
having  cognizance  over  the  subcontrac¬ 
tor  may  be  requested  to  provide  supple¬ 
mentary  information  as  a  means  of  veri¬ 
fying  the  information  obtained  from  the 
contractor’s  records. 

Subpart  X — Disposition  of  Personal 

Property  in  Possession  of  Contractors 

§737.24—200  Metliods  of  DisposaL 

§  737.24—203  Screening  of  Contractor 
Inventory. 

§  737.24—203—7  Procurement  of  Pack¬ 
ing,  Crating  and  Handling  (PC.&H) 
Services. 

(a)  Where  a  contract  does  not  require 
the  contractor  to  provide  packing,  crat¬ 
ing  and  handling  services  on  excess  Gov¬ 
ernment  property,  or  where  such  PC&H 
services  occasion  any  cost  to  the  con¬ 
tractor  for  which  he  will  not  otherwise  be 
compensated,  the  contract  administra¬ 
tion  office  shall  obtain  PC&H  services 
from  the  contractor  in  possession  by  con¬ 
tract  modiflcation  if  the  contract  pro¬ 
vides  for  such  a  modiflcation.  Otherwise, 
such  PC&H  services  shall  be  procured 
from  the  contractor  in  possession  or 
other  contractor  as  follows: 

(1)  If  the  estimated  price  is  $2,500  or 
less,  the  ACO  shall  purchase  the  ser^ces 
in  accordance  with  Part  3,  Subpcui  F,  or 

(2)  If  the  estimated  price  of  pvn- 
chasing  such  services  is  in  excess  of 
$2,500,  the  ACO  shall  request  the  nearest 
Navy  filed  purchasing  (NAVSUP  Publi¬ 
cation  467),  to  effect  the  procurement. 
For  Marine  Corps  contracts,  the  cogni¬ 
zant  PCO  shall  be  requested  to  effect  the 
procurement. 

Subpart  Z— Contract  Modifications 

§  737.26—100  Modification. 

§  737.26—101  Pricing  of  Contract  Mod¬ 
ifications. 

(a)  Policy.  Contract  modifications,  as 
defined  in  §  1.201-2  and  S  26.101,  made 
to  fixed  price  type  contracts  shall  be 
fully  priced  and  otherwise  fully  definitive 
at  the  time  of  Issuance  wherever  possible. 

(b)  Criteria  and  Procedures  for  the 
Creation  of  Contractual  Obligations  that 
are  not  Fully  Priced.  In  those  cases 
where  it  is  not  possible  to  fully  price  new 
contractual  obligations  of  the  type 
referred  to  in  paragraph  (a)  of  this  sec¬ 
tion,  with  the  exception  of  those  modifi¬ 
cations  falling  within  the  criteria  set 
forth  in  paragraph  (c)  of  this  section, 
no  such  modification  should  be  issued 
unless  it  is  sufficiently  definitive  tlrat  the 
Contractor  is  willing  to  and  does  obligate 
himself  to  total  performance  within  a 
stated  period  of  time  for  a  maximum 
dollar  amount  which  bear  a  reasonable 


relationship  to  the  work  to  be  performed. 

In  addition  to  the  foregoing,  all  such 
modifications  that  are  Issued  shall  con¬ 
tain  a  milestone  schedule  which  culmi¬ 
nates  in  a  mutually  agreed  date  upon 
which  complete  definltlzation  will  occur. 
Such  date  shall  be  at  most  within  180 
days  after  the  Issuance  of  the  modifica¬ 
tion,  or  upon  completion  of  40%  of  the 
work  to  be  i>erformed,  whichever  occurs 
earlier.  In  the  latter  case,  the  modifica¬ 
tion  shall  require  the  Contractor  to  pro¬ 
vide  reasonable  notice  to  the  Government 
with  respect  to  the  progress  of  the  work 
in  terms  of  percentage  of  completion. 
Only  rarely  should  more  time  be  required 
for  complete  definitization.  It  may  be 
granted  only  by  the  head  of  the  activity 
authorized  to  issue  the  modification  upon 
a  written  finding  setting  forth  the  cir- 
cmnstances  which  necessitate  the  grant¬ 
ing  of  additional  time. 

(c)  Limitation  of  Authority.  Modifica¬ 
tions  to  fixed  price  type  contracts  that 
do  not  fully  comply  with  paragraph  (b) 
of  this  section  shall  not  be  issued  imless 
specifically  approved  by  the  Chief  of 
Naval  Material  in  each  instance,  subject 
to  the  following  exertions: 

(1)  Contractual  Instruments  for  work 
which  it  is  estimated  will  cost  the  Gov¬ 
ernment  less  than  $10,000  (net  value) ; 

(2)  Modifications  to  major  new  ship 
construction  or  conversion  program  con¬ 
tracts,  if  the  delay  incident  to  obtaining 
the  approval  of  the  Chief  of  Naval  Mate¬ 
rial  would  be  likely  to  create  a  significant 
ship  delivery  schedule  slippage,  and  if 
the  work  to  be  performed  Is  expected  to 
cost  the  Government  less  than  $50,000 
(net  value) ;  provided,  however,  'Ihat  any 
such  modification  shall  be  personally  ap¬ 
proved  by  the  cograzant  Sirpervlsor  of 
Shipbuilding,  Ctonverslon  and  Repair. 
In  every  case,  the  requirements  of  other 
existing  law  and  regulation  pertaining 
to  the  obligation  of  the  Government  by 
contract  shall  be  fulfilled. 

(d)  Documenfaf ton.  Whenever  a  modi¬ 
fication  that  is  not  fully  priced  is  to  be 
Issued,  a  memorandum  signed  by  the 
head  of  the  activity  otherwise  authorized 
to  issue  the  modification  shall  be  pre¬ 
pared  for  the  contract  file.  The  memo¬ 
randum  shall  set  forth  the  facts  which 
necessitate  issuance  of  such  a  modifica¬ 
tion. 

§  737.26—102  Execution  of  a  Contract 
Modification  Releasing  Excess  Funds. 

(a)  Delegation  of  Authority.  Subject 
to  the  limitations  prescribed  in  (b)  below, 
authority  is  hereby  delegated  to  Admin¬ 
istrative  Contracting  Officers  to  execute 
contract  modifications  providing  for  the 
de-obligation  of  unexpended  dollar  bal¬ 
ances  considered  excess  to  kno^m  con¬ 
tract  requirements  in  those  applica¬ 
ble  Navy  contracts  assigned  for  ad¬ 
ministration. 

(b)  Limitations.  This  delegation  ap¬ 
plies  only  to  that  portion  of: 

(1)  Navy  cost-tsme  contracts  where 
Navy  fxmds  are  involved: 

(2)  Navy  fixed-price  type  contracts 
where  Navy  funds  are  obligated  or  com¬ 
mitted  pursuant  to  provisioning  proce¬ 
dures,  or,  where  Navy  funds  for  engineer- 
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Ing  services  and  related  support  are 
involved. 

(c)  General.  It  is  recognized  that  some 
restorations  to  the  contract  funds  may 
have  to  be  made  by  the  Procuring  Con¬ 
tracting  Officer  from  time  to  time  since 
Identification  of  excess  funds  is  based  in 
part  on  estimates.  However,  the  intent 
of  this  NPD  is  to  delegate  certain  addi¬ 
tional  responsibilities  to  Administrative 
Contracting  Officers  in  the  administra¬ 
tion  of  Navy  appropriated  funds. 

(d)  Procedures.  (1)  The  Administra¬ 
tive  Contracting  Officer  shall,  subject  to 
the  limitations  prescribed  in  (b)  of  this 
section,  execute  a  bilateral  contract 
modification  reducing  the  dollar  balance 
of  the  contract  when; 

(i)  The  contractor  reports  excess 
funds  to  the  Administrative  Contracting 
Officer,  in  accordance  with  the  Limita¬ 
tion  of  Cost  clause  in  his  contract; 

(ii)  The  contract  is  physically  com¬ 
pleted  (ASPR  S2-301.1)  and  funds  in  ex¬ 
cess  to  known  requirements  are  avail¬ 
able  (if  final  payments  has  been  made  on 
a  physically  completed  contract,  a^  ex¬ 
cess  obligated  funds  may  be  de -obligated 
unilaterally) ,  or 

(iii)  Information  ^dth  respect  to  ex¬ 
cess  funds  is  otherwise  available  (e.g.. 
Identified  on  contractually  required  re¬ 
ports). 

If  more  than  one  appropriation  is  in¬ 
volved,  the  excess  amount  for  each  ap¬ 
propriation  shall  be  identified.  The  Ad¬ 
ministrative  Contracting  Officer  is  au¬ 
thorized  to  Include  statements  of  fund¬ 
ing  contingencies  reserved  by  either 
party  for  further  Government  obligation 
and  to  effect  a  net  reduction  of  the  dollar 
balance  of  obligated  Navy  funds. 

(2)  Normally,  the  Administrative  Con¬ 
tracting  Officer  will  execute  the  contract 
modification  without  consulting  the  Pro¬ 
curing  Contracting  Officer.  However,  in 
exceptional  situations,  the  Administra¬ 
tive  Contracting  Officer  may  confer  with 
the  Procuring  Contracting  Officer  prior 
to  issuance  of  the  contract  modification. 

(e)  Documentation.  The  Administra¬ 
tive  Contracting  Officer  shall  document 
the  contract  file  with  data  in  support  of 
his  determination  that  funds  are  con¬ 
sidered  excess. 

§  7.37.26—103  A<liiiinislrali«tn  of  Con- 
l*ro\  i>>ion««  for  \dju>liiionl  of 
Payment  and  l.iniitalion  on  Payin 
Payment  and  l.imilalion  on 
Payinenl-. 

<a)  Submission  of  Quarterly  State¬ 
ments.  The  NAVPRO.  SUPSHIP  (Naval 
Plant  Representative  Office  or  Supervi¬ 
sor  of  Shipbuilding,  Conversion  and  Re¬ 
pair)  is  re-sponsible  for  maintaining  con¬ 
trols  for  the  purpose  of  assuring  that 
contractors  submit  the  quarterly  state¬ 
ments  required  by  the  Limitations  on 
Payments  paragraphs  of  Incentive  Price 
Revision  clauses  (5  7.108)  and  Price 
Redetermination  clauses  (§7.109)  to 
the  PCO  (Procuring  Contracting  Offi¬ 
cer),  with  a  copy  to  the  designated  pay¬ 
ing  activity/activities.  If  the  contractor 
fails  to  submit  the  statement,  the  NAV 
PRO  SUPSHIP  shall  notify  the  con¬ 
tracting  officer,  the  designated  paying 


activity /’activities  and  the  cognizant 
E>CAA  contract  auditor  of  the  delay  aii4 
the  reasons  therefor.  Payments  shall  be 
suspended  by  the  paying  activity/activi¬ 
ties  if  the  statement  is  not  submitted 
when  due. 

(b)  Review  of  Quarterly  Statements. 

(1)  Unless  the  NAVPRO/SUPSHIP  or 
auditor  has  cause  to  doubt  or  question 
the  accuracy  of  statements  furnished  in 
accordance  with  the  limitation  on  pay¬ 
ments  provisions,  such  statements  shall 
ordinarily  be  relied  upon,  and  prompt 
payments  under  the  contract,  shall  be 
made  pending  review.  Arrangements 
shall  be  made  by  the  NAVPRO  SUPSHIP 
for  joint  reviews  with  the  auditor  of 
quarterly  statements.  The  frequency  and 
scope  of  such  reviews  shall  be  dependent 
on  the  dollar  amounts  involved  and  the 
extent  of  any  indicated  divergence  be¬ 
tween  interim  billing  prices  and  the  act¬ 
ual  cost  of  delivered  items.  At  least  one 
comprehensive  review  shall  be  made  an¬ 
nually.  Among  other  things,  review  pro¬ 
cedures  shall  establish  that  costs  attrib¬ 
uted  to  delivered  items  have  been  ex¬ 
cluded  from  the  costs  set  forth  as  the 
basis  for  imliquidated  progress  payments 
on  Contractor’s  Request  for  Progress 
Payment  (DDPorm  1195) 

(2)  In  certain  cases,  the  NAVPRO/ 
SUPSHIP  may  have  reason  to  question 
the  accuracy  of  statements  furnished 
in  accordance  with  the  limitation  on 
payment  provisions  and  the  amoimts  in¬ 
volved  may  be  significant.  Unless  the 
contractor  provides  a  satisfactory  expla¬ 
nation  of  correction,  together  with  any 
indicated  refund,  the  NAVPRO/SUP 
SHIP  should  notify  the  paying  activity/ 
activities  to  withhold  payments  under 
the  contract  in  an  amount  deemed  suffi¬ 
cient  to  cover  additional  refimds  that 
would  have  resulted  from  correct  quar¬ 
terly  statements. 

(c)  Refunds  and  Adjustments.  (1) 
Ascertainment  and  Collections.  The 
amount  of  any  monies  due  from  contrac¬ 
tors  to  the  Government  shall  be  ascer¬ 
tained  promptly  and  collected  expedi¬ 
tiously.  The  NAVPRO/SUPSHIP  shall 
establish  appropriate  controls  to  expe¬ 
dite  prompt  collection.  Any  necessary 
supplemental  agreements  to  provide  for 
refunds  or  adjustments  shall  be  prepared 
expeditiously  and  executed  without  delay. 

(2)  Voluntary  Refunds  or  Payment 
Adjustments.  The  making  of  voluntary 
refunds  by  the  contractor  in  anticipation 
of  retroactive  price  reductions  shall  be 
encouraged.  No  proposed  voluntary  re¬ 
fund  shall  be  refu.sed  or  delayed,  and  all 
.such  be  accepted  without  prejudice  to 
final  pricing. 

(3)  Billing  or  Interim  Price  Adjust¬ 
ments.  Where  it  is  apparent  that  the  in¬ 
terim  contract  prices  are,  and  will  con¬ 
tinue  to  be,  excessive,  the  NAVPRO/ 
SUPSHIP  shall  recommehd  to  the  PCO 
that  billing  prices  covering  future  de¬ 
liveries  be  modified,  and  shsdl  notify  the 
Chief  of  Naval  Material  (MAT  022)  of 
the  recommendation.  However,  if  reduc¬ 
tions  in  billing  prices  are  proposed  by  the 
contractor,  they  shall  be  made  effective 
immediately  without  prejudice  to  further 
adjustments.  Similarly,  mutually  agreed 


billing  prices  shall  be  made  effective  im¬ 
mediately.  Billings  voluntarily  reduced 
by  contractors  shall,  if  otherwise  proper, 
be  paid  at  the  reduced  amounts  without 
awaiting  contract  modification. 

(4)  Refunds  or  Payment  Adjust¬ 
ments — Final  Pricing  Proposal.  Where 
the  contractor’s  price  proposal  tmder 
price  redetermination  or  Incentive  con¬ 
tracts  indicates  that  a  significant  refund 
will  be  due,  the  NAVPRO/SUPSHIP 
shall  promptly  secure  an  appropriate 
voluntary  or  mutually  acceptable  refund 
from  the  contractor. 

(5)  Supporting  Documentation  for 
Refunds  and  Adjustments.  In  connection 
with  (i)  voluntary  refimds,  (ii)  mini- 
miun  refunds  proposed  by  contractors  in 
connection  with  final  pricing  proposals, 
and  (iii)  refunds  incident  to  quarterly 
statements,  contractors  shall  not  be  re¬ 
quired  to  furnish  concurrent  itemization 
of  adjustments  to  be  made  on  past  bill¬ 
ings,  nor  to  furnish  adjusted  bills  con¬ 
currently.  The  making,  acceptance  and 
deposit  of  refunds  will  not  be  delayed 
pending  any  necessary  accounting  ad¬ 
justments. 

§  737.26-200  Negotiation  and  Execu¬ 
tion  of  Supplemental  Agreements 
Istsued  Pui^iuant  to  the  Changes 
(Hause. 

§  737.26—209  Responsibility  for  Nego¬ 
tiation  and  Execution  of  Equitable 
Adjustments. 

(a)  Delegation  of  Authority.  In  ac¬ 
cordance  with  S  1.406(c)  (ix)  and  sub¬ 
ject  to  the  requirements  of  §  737.1-403-50 
and  §  737.1-403-51,  Administrative  Con¬ 
tracting  Officers  are  authorized,  except 
as  provided  in  paragraph  (c)  of  this  sec¬ 
tion.  to  negotiate  and  execute  supple¬ 
mental  agreements  incorporating  con¬ 
tractor  proposals  resulting  from  change 
orders  issued  under  the  (Changes  Clause. 

(b)  Retention  of  Negotiation  and  Exe¬ 
cution  Authority,  When  negotiation  and 
execution  of  thq  supplemental  agreement 
are  retained  by  the  procuring  activity, 
the  decision  for  such  retention  shall  be 
approved  at  a  level  higher  than  the  Pro¬ 
curing  Contracting  Officer,  Retention  of 
negotiation  and  execution  authority  shall 
be  specified  in  the  letter  accompanying 
the  contract  assigned  for  administration. 

(c)  Limitations.  The  delegation  au¬ 
thorized  in  (a)  above  does  not  apply: 

(1)  To  letter  contracts; 

(2)  When  the  equitable  adjustment 
affects  any  contract  provision  other  than 
price,  except  for  changes  in  delivery 
schedule  or  contract  warranties  specifi¬ 
cally  authorized  by  the  Procuring  Con¬ 
tracting  Officer; 

(3)  When,  in  Individual  cases,  a  letter 
accompanying  a  contract  assigned  for 
administration  withholds  such  delega¬ 
tion. 

(d)  Responsibilities.  (1)  The  Procur¬ 
ing  Contracting  Officer  shall  cite  fmiding 
information  for  the  change  order  when 
the  change  order  is  not  initially  priced. 

(2)  If  negotiations  introduce  factors 
that  indicate  the  change  order  should  be 
modified,  the  Administrative  Contract¬ 
ing  Officer,  in  addition  to  compliance 
with  Part  26,  Subparts  B  and  C,  shall 
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return  the  change  order  with  comments 
and  recommendations  to  the  Procuring 
Contracting  Ofllcer  for  action. 

(e)  Applicability.  This  NPD  does  not 
supersede  or  restrict  any  authority  to  act 
as  contracting  oflBcer  or  authorize  rep¬ 
resentative  of  a  contracting  officer  which 
may  have  been  or  will  be  duly  delegated 
to  persons  in  Contract  Administration 
Offices  by  the  Heads  of  Navy  Procuring 
Activities  and  their  designees. 

Subpart  EE — Contract  Financing 
§  737.31—200  Guaranteed  Loans. 

§  737.31—201  Defense  Contract  Financ¬ 
ing  Regulations. 

See  Appendix  E  of  ASPR. 

§  737.31—202  Guaranteed  Loans;  Navy 

Iniplomentation. 

(a)  Section  30.5  establishes  basic  con¬ 
tract  financing  policy  for  the  Depart¬ 
ment  of  Defense  to  assure  uniformity 
in  policies,  procedures  and  forms,  and 
to  provide  for  the  application  of  the 
management  principle  of  internal  check 
and  balance. 

(b)  The  Assistant  Secretary  of  the 
Navy  (FM)  who  is  responsible  for  the 
Comptroller  function,  has  been  delegated 
all  authority  conferred  upon  the  Depart¬ 
ment  of  the  Navy  by  Sec.  301  of  the 
Defense  Production  Act  of  1950  and  by 
Sec.  302  of  Executive  Order  10480.  The 
Assistant  Secretary  of  the  Navy  (FM) 
has  redelegated  this  authority  to  the 
Director  of  Contract  Financing  (NCD- 
4),  Office  of  Navy  Comptroller. 

(c)  To  facilitate  close  cooperation,  the 
Head  of  each  Procuring  Activity  shall 
appoint  a  representative  who  will  act 
in  liaison  with  the  Office  of  the  Comp¬ 
troller  of  the  Navy  and  notify  that  Office 
of  any  default  or  failure  of  performance 
xmder  contracts  for  which  a  guaranteed 
loan  has  been  approved. 

(d)  Upon  written  request  of  the  Comp¬ 
troller  of  the  Navy  to  the  principal  Navy 
contracting  officer  concerned,  these  con¬ 
tracting  officers  shall  promptly  furnish 
information  and  certification  with  re¬ 
spect  to  contracts  of  applicants  for 
guaranteed  loans  in  the  form  and  man¬ 
ner  prescribed  by  the  Office  of  the  Comp¬ 
troller.  A  copy  of  each  such  request  shall 
be  sent  to  the  Chief  of  Naval. 

(e)  To  promote  close  cooperation  be¬ 
tween  the  procurement  and  financing 
functions,  the  Headquarters  Naval  Mate¬ 
rial  Command  and  the  Office  of  the 
Comptroller  of  the  Navy  shall  collabo¬ 
rate  in  the  development  and  promulga¬ 
tion  of  policies  and  proceedings  relating 
to  the  Guaranteed  Loan  Program.  In 
cases  where  the  Navy  Comptroller’s  eval¬ 
uation  of  the  application  for  guaranteed 
Indicates  substantial  doubts  as  to  the 
soundness  of  the  proposed  loan  or  credit, 
to  such  extent  that  he  would  be  disposed 
to  decline  the  application  because  of  the 
estimated  financial  risks,  the  problem 
will  be  taken  up  with  the  Chief  of  Naval 
Material  with  a  view  to  resolving  the 
question  of  the  essentiality  of  the  pro¬ 
curement  relation  to  the  financial  fac¬ 
tors.  In  the  event  of  a  disagreement,  the 
matter  will  be  referred  to  the  responsible 


cognizant  Assistant  Secretaries  for  res- 
olutioiL 

§  737.31—300  Advance  Payments, 

§  737.31—301  Defense  Contract  Financ¬ 
ing  Regulations. 

See  S  30.5. 

§  737.31—302  Cognizance  and  Proce¬ 
dures  for  Advance  Payments. 

(a)  Section  30.5  sets  forth  the  regula¬ 
tions  governing  the  exercise  of  authority 
with  respect  to  advance  payments 
granted  by  Public  Law  85-804  and  Exec¬ 
utive  Order  No.  10789  issued  thereunder. 

(b)  All  delegations  of  authority  with 
respect  to  advance  payments  under  10 
USC-2307  conferred  upon  the  Secretary 
of  the  Navy  have  been  delegated  to  the 
Assistant  Secretary  of  the  Navy  (FM), 
who  is  responsible  for  the  comptroller 
function.  This  authority  has  been  redele¬ 
gated  to  the  Director  of  Contract  Financ¬ 
ing  (NCD-4),  Office  of  Navy  Comp¬ 
troller. 

(c)  Requests  by  contractors  for  ad¬ 
vance  t>ayments  shall  be  submitted  to 
the  Comptroller  of  the  Navy  via  the 
Chief  of  Naval  Material  (MAT  020).  The 
Assistant  Secretary  of  the  Navy  (FM)  or 
his  delegated  alternate  will  make  the 
necessary  determinations  and  findings 
with  respect  to  advance  payments. 

§  737.31—400  Progress  Payment. 

§  737.31—401  Defen.sc  Contract  Financ¬ 
ing  Regulations. 

See  S  30.5. 

§  737.31—402  Procedures  for  Progress 
Payments. 

(a)  Progress  payments  shall  be  based 
on  costs  in  accordance  with  §  30.5  except 
for  those  types  of  contracts  excluded  by 
§  30.5. 

(b)  Requests  for  unusual  progress 

payment  pursuant  to  §  30.5  shall  be  for¬ 
warded  via  the  CJhief  of  Naval  Material 
(MAT  02).  ; 

Subpart  FF — Fiscal 
§  737.32-100  General. 

§  737.32—101  Comprehensive  Proce¬ 
dures. 

See  NAVCOMPT  ManuaL 

§  737.32—102  Ascertainment  and  Collec¬ 
tion  of  Debts  Owed  by  Contractors; 
Deferred  Payments. 

See  NAVCOMPT  Manual,  par  043202 
and  S  30.5. 

§  737.32—200  Obligation  of  Funds. 

§  737.32—201  Establishment  of  Obliga¬ 
tions  Under  Available  Funds. 

(a)  NAVCOMPT  manual.  Volumes  2, 
3,  and  6  implement  section  1311  of  the 
Supplemental  Appropriation  Act,  1955 
(31  U.S.C.  200),  which  established  the 
prerequisites  to  the  recording  and  re¬ 
porting  of  an  obligation.  Particular  at¬ 
tention  is  Invited  to  the  special  provisions 
contained  in  the  NAVCOMPT  Manual 
relating  to  spare  parts,  special  tools,  or 
other  equipment  Included  in  a  contract 
in  an  estimated  lump-sum  amount. 


(b)  An  obligation  will  be  recorded 
against  applicable  appropriations  or 
funds  only  when  supported  by  documen¬ 
tary  evidence  properly  signed  before  ex¬ 
piration  of  the  period  during  which  the 
appropriation  or  fimd  is  available  for 
obligation.  Contracts,  agreements,  orders 
requiring  acceptance,  amendments  for 
new  procurement,  and  similar  documents 
requiring  two  signatures  to  be  valid  obli¬ 
gations,  must  have  both  signatures  af¬ 
fixed  prior  to  expiration  for  obligation  of 
the  appropriation  or  fund  involved.  Sig¬ 
natures  to  such  obligating  documents 
will  be  dated  the  day  that  they  are  af¬ 
fixed  to  the  document.  Such  signatures 
will  not  be  given  as  “as  of”  date.  The 
date  of  the  last  required  signature  deter¬ 
mines  the  date  of  the  obligation  for 
recording  purposes.  If  such  obligating 
document  requires  the  signature  of  the 
contractor  and  the  contracting  officer 
and  is  signed  by  the  contracting  officer 
subsequent  to  singing  by  the  contractor, 
the  signature  of  the  contractor  need  not 
be  dated,  provided  the  following  state¬ 
ment  is  affixed  on  each  original  signature 
page  directly  below  or  adjacent  to  the 
signature  of  t^  contracting  officer: 

“Signed  by  Contracting  Officer  on _ 

_ ,  subsequent  to  signing  by  the 

contractor.” 

(c)  Conformed  copies  of  all  obligating 
documents  shall  be  furnished  for  the 
recording  of  obligations.  These  copies 
need  not  be  signed  by  either  party,  nor 
need  they  set  forth  in  full  the  names  of 
the  individuals  signing,  their  official 
titles,  or  the  names  of  the  contractors 
and  the  procuring  activities  concerned. 
In  lieu  therof,  notations  or  stamps  may 
be  applied,  such  as  “Signed  on  behalf  of 
Contractor”  and  “Signed  on  behalf  of 
Government.”  However,  all  such  con¬ 
formed  copies  shall  either  set  forth  fully 
the  dates  of  the  signatures  on  behalf  of 
both  parties  or  will  clearly  identify  the 
party  last  signing  and  set  forth  fully  the 
date  of  that  signature. 

§  737.32—202  Obligation  of  Transporta- 

-  tion  Costs  in  Purchase  Documents. 

Source:  NAVCOMPT  Manual  032100 

(a)  The  cost  of  transportation  of  ma¬ 
terial  to  first  destination  is  usually 
charged  to  the  Navy  Management  Fund 
v;ith  subsequent  reimbursement  by  the 
appropriation  involved.  However,  if  the 
purchase  contract  provides  that  the  cost 
of  transportation  either  is  to  be  included 
in  the  purchase  price  or  is  to  be  paid  by 
the  supplier  subject  to  reimbursement 
by  the  Navy  (i.e.,  the  amount  of  the  obli¬ 
gation  established  by  the  purchase  con¬ 
tract  includes  the  cost  of  transporta¬ 
tion),  the  transportation  cost  will  be 
charged  to  the  same  accounting  data 
which  is  charged  for  the  cost  of  the  ma¬ 
terial.  When  the  purchase  contract  in¬ 
cludes  the  cost  of  transportation  the  es¬ 
timated  trsuisportation  cost  must  be  con¬ 
sidered  together  with  the  cost  of  the  ma¬ 
terial  or  the  contracting  officer  may  be 
guilty  of  overobligating  the  amount  of 
funds  cited  in  the  requisiticxi,  or  other 
purchase  authorization,  in  violation  of 
Section  3679,  Revised  Statutes  (31  U.S.C. 
665). 
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(b)  Contracting  officers  are  responsible 
and  will  ascertain  tbat  actual  or  esti¬ 
mated  transportation  costs  chargeable  to 
the  purchase  funds  of  the  Navy  will  not, 
in  conjunction  with  the  purchase  price, 
result  in  an  overobligation.  When  the 
supplier  is  to  be  reimbiirsed  for  trans¬ 
portation  costs,  the  contracting  officer 
shall  Include  an  estimate  of  such  costs 
in  the  contract  under  the  appropriation 
data,  as  follows: 

For  obligation  purposes  only,  the  trans¬ 
portation  costs  chargeable  to  the  funds 
indicated  above  are  estimated  not  to  exceed 

f . 

These  estimated  transportation  costs 
will  not  be  Included  in  the  total  posted  in 
the  “Amount"  blank  on  the  face  of  the 
purchase  document;  however,  the  words 
“PLUS  TRANS"  will  be  Inserted  within 
the  “Amount"  blank  to  alert  Interested 
personnel  to  this  additional  obligation. 

(c)  Accordingly,  no  purchase  docu¬ 
ment  shall  provide  for  relmbusable 
transportation  costs  where  Initial  des¬ 
tination  is  unknown. 

§  737.32-203  Providing  Adequate  Pro¬ 
curement  Lead  Time  Before  Deadline 
Dates  for  Final  Obligation  of  Funds. 

See  5  737.1-350-2. 

§  737.32—300  Disbursing  and  Account¬ 
ing  Requirements. 

§  737.32—301  Designation  of  the  Dis¬ 
bursing  Office. 

See  §  737.20-706. 

§  737.32—302  Submission  of  Invoices. 

§  737.32—302—1  Progress  Payment  Bill¬ 
ings  and  Billings  Under  C^t-Typc 
Contracts. 

Cost-type  contracts  should  provide 
that  billings  will  be  submitted  directly  to 
the  auditor  (DOD  Contract  Audit  Man¬ 
ual,  par.  8-201).  Contracts  providing  for 
progress  payments  should  provide  that 
progress  payment  billings  will  be  sub¬ 
mitted  to  the  administrative  contracting 
officer  at  the  office  administering  the 
contract. 

§  737.32—302—2  Disbursing  by  Defense 
Contract  Administration  Services 
Regions  (IX14SR). 

Except  as  provided  in  S  737.32-302-1, 
contracts  which  designate  a  DCASR  as 
the  paying  office  shall  provide  for  the 
contractor’s  invoices  to  be  submitted 
directly  to  the  DCASR. 

§  7.37.32— .302— 3  Disbursing  by  Navy  Dis- 
buroing  Offices. 

(a)  Acceptance  at  Contractor’s  Plant. 
Where  acceptance  is  at  origin,  contracts 
which  designate  a  Navy  regional  finance 
center  or  other  Navy  activity  as  the  pay¬ 
ing  office  shall  provide  for  the  contrac¬ 
tor’s  invoices  accompanied  by  the  paying 
office  copies  of  the  related  Material  In¬ 
spection  and  Receiving  Reports  (DD 
Forms  250)  to  be  submitted  directly  to 
the  paying  office. 

(b)  Acceptance  at  Destination.  Where 
acceptance  is  at  destination,  contracts 
which  designate  a  Navy  regional  finance 
center  or  other  Navy  activity  as  the  pay¬ 
ing  office  shall  provide  for  the  contrac¬ 


tor’s  invoice  to  be  submitted  to  the 
consignee. 

§  737.32—303  Invoicing  Instructions  for 

Multiple  Destination. 

See  S  737.7-104-502. 

§  737.32—304  Accounting  Vi  itli  -4ppro- 

priation  Data. 

Every  contract  shall  be  Inscribed  with 
the  accounting  code  munbers  (appearing 
in  the  purchase  request)  under  which 
payments  on  the  contract  or  order  are  to 
be  made.  Under  no  circumstances  shall 
any  contract  or  order  be  made  without 
the  full  designation  therein  of  the  ac¬ 
counting  code  numbers  under  which  the 
payments  thereon  are  to  be  made,  since 
the  monetary  obligation  created  thereby 
must  be  immediately  established  within 
the  limitation  of  available  appropriated 
funds  or  under  some  statutory  authority 
to  enter  Into  such  a  contract  in  advance 
of  an  actual  appropriation.  Accounting 
code  numbers  are  assigned  to  purchase 
documents  to  facilitate  the  analysis  of 
financial  transactions.  Applicable  ac- 
coimtlng  data  shall  also  be  shown  on  any 
change  order  or  amendment  to  a  contract 
where  such  change  order  or  amendment 
either  (1)  revises  the  accounting  data  for 
any  item,  or  (ii)  Increases  or  decreases 
the  total  amount  of  a  contract.  Such  ac¬ 
counting  data  shall  be  shown  either  (1) 
in  the  proper  spaces  in  the  preprinted 
format  on  the  purchase  document,  or 
(il)  as  In  the  following  illustrated  for¬ 
mat,  In  the  order  and  with  the  heading 
abbreviation  shown : 

Appn  and  Subhead _  17X4911.2310 

OC  .  026 

BCN  .  54002 

6N  .  3 

AAA .  000161 

TC  .  7B 

PAA . . .  000000 

CC  .  660861212346 

The  numbers  shown  in  the  above  format 
are  sample  numbers  only;  those  shown 
on  the  purchase  request  must  be  used. 
When  an  element  is  not  present,  this 
fact  should  be  indicated  by  a  zero  filling 
in  the  appropriate  column  or  opposite 
the  applicable  abbreviations  used  corre¬ 
spond  to  the  headings  listed  under  “ac¬ 
counting  and  appropriation  data”  on  DD 
Form  1155  (as  overprinted  for  Navy  Ac¬ 
counting  data)  and  represent  the  follow¬ 
ing:  Appropriation  and  subhead,  object 
class,  bureau  control  number,  suballot¬ 
ment  number,  authorization  accounting 
activity,  type  code,  property  accounting 
activity  and  cost  code. 

§  737.32—400  Paymeiil  lo  Uoiilr.-irlors. 

§  737.32—102  Releases  as  Conclilion 
Preecdeni  lo  Final  Payment. 

(a)  All  fixed-price  types  of  contracts 
which  provide.  In  addition  to  payment 
of  a  fixed  price  for  the  articles  and  serv¬ 
ices  covered  thereby  (whether  stated  as 
a  single  amount  or  as  separate  amounts) , 
for  (1)  adjustment  of  the  fixed  price  for 
labor  or  material  escalation,  (il)  sep¬ 
arate  reimbursement  of  premiiuns  for 
and  related  cost  of  overtime  or  shift 
work,  or  (ill)  indemnity  by  the  Govern¬ 
ment  against  third-party  liabilities  of 
the  contractor,  and  all  cost-reimburse¬ 


ment  contracts,  shall  provide  that  the 
contractor  and  any  assignee  shall,  as  a 
condition  precedent  to  the  final  payment 
imder  the  contract,  execute  a  release  of 
all  claims  against  the  Government,  its 
officers,  agents  and  employees  \mder  or 
arising  from  the  contract  (see  §  737.7- 
150).  Each  of  such  contracts  shall  fur¬ 
ther  provide  for  the  withholding  until 
final  payment  of  such  amount  or 
amounts  as  in  the  opinion  of  the  con¬ 
tracting  officer  will  be  adequate  to  ob¬ 
tain  execution  of  the  release  to  which 
the  Government  is  entitled  (see  §  737.7- 
150)  for  fixed-price  contracts,  but 
in  the  case  of  cost-reimbursement  type 
contracts  not  less  than  the  amounts  set 
forth  in  §  7.203-4) . 

(b)  In  the  case  of  a  fixed-price  con¬ 
tract  within  paragraph  (a)  of  this  sec¬ 
tion,  the  release  shall  discharge  the 
Government,  its  officers,  agents  and  em¬ 
ployees,  of  and  from  all  claims  under  or 
arising  from  the  contract  (see  §  737.16- 
812-50),  except  if  requested  by  the  con¬ 
tractor  and  If  found  by  the  contracting 
officer  to  be  appropriate,  any  one  or  more 
of  the  following: 

(1)  CTlaims  for  reimbursement  of  pay¬ 
ment  made  after  the  date  of  the  execu¬ 
tion  of  the  release  on  accoimt  of  pre¬ 
miums  for  and  related  costs  of  overtime 
or  shift  work  or  both  under  the  contract, 
if  such  payments  are  required  by  a  Fed¬ 
eral  statute,  an  executive  order  or  a 
mandatory  directive  order  of  any  de¬ 
partment  or  agency  of  the  Government 
relating  to  hours  of  employment  or 
compensation  for  services. 

(2)  Specified  claims  in  stated  amounts 
or  in  estimated  amounts  where  the 
amounts  are  not  susceptible  of  exact 
.statement  by  the  contractor,  and  on  such 
terms  and  conditions  consistent  herewith 
as  the  contracting  officer  may  prescribe ; 

(3)  CTlaims  based  on  the  liabilities  of 
the  contractor  to  third  parties  ,as  to 
which  the  contractor  is  to  be  indemnified 
by  the  Government  under  express  con¬ 
tract  provisions;  and 

(4)  Claims  for  reimbursement  of  ex¬ 
penses  (other  than  expenses  of  the  con¬ 
tractor  by  reason  of  its  Indemnification 
of  the  Government  against  patent  liabil¬ 
ity)  incurred  by  the  contractor  under  the 
provisions  of  the  contract  relating  to 
patents. 

(c)  In  the  case  of  cost-reimbursement 
type  contracts  (see  paragraph  (f )  (11)  of 
the  clauses  set  forth  In  §  7.203-4  (a) 
and  (b) ) ,  the  releases  shall  discharge  the 
Government,  its  officers,  agents  and  em¬ 
ployees  of  and  from  all  claims  under  or 
arising  from  the  contract,  except,  if  re¬ 
quested  by  the  contractor,  such  claims  as 
set  forth  in  5  16.812  (b)  and  (c).  If 
the  contract  is  within  the  War  Projects 
Insurance  Rating  Plan  and  the  National 
Defense  Projects  Rating  Plan,  each  such 
release  shall  except  the  rights  and  ob¬ 
ligations  of  the  Government  and  the  con¬ 
tractor  under  any  agreement  theretofore 
or  thereafter  made  for  the  purpose  of 
providing  for  the  adjustment  as  between 
the  Government  and  the  Insurance  car¬ 
rier  of  premiums  under  the  Rating  Plan 
as  applied  to  the  contract. 

(d)  Nothing  in  this  NPD  precludes  the 
inclusion  in  contracts  other  than  those 
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within  (a)  above,  of  an  appropriate 
provision  requiring  a  release  as  a  condl« 
tion  precedent  to  final  payment  ^  the 
Government. 

§  737.32—403  Reporting  Under  the 
Vinson-Tranunell  Act  as  Condition 
Precedent  to  Final  Payment. 

See  S  737.33-201(f)  and  S  737.33-202- 
2(111). 

§  737.32—404  Administration  of  Con¬ 
tract  Provisions  for  Adjustment  of 
Payments  and  Limitation  on  Pay¬ 
ments. 

See  :  737.26-103. 

Subpart  GG — Renegotiation  and 
Vinson-Trammeli  Acts 

§  737.33—200  Vinson-Trammeli  Act  (10 
U.S.C.23&2  and  7300). 

§  737.33—201  Application,  Exemptions, 
and  Reporting  Requirements.* 

(a)(1)  The  profit  limitation  provisions 
of  the  Vinson-Trammeli  Act  are  codified 
in  10  U.S.C.  2382  and  7300,  which  are 
referred  to  in  this  S  737.33-201  as  “the 
Act.”  In  general  terms,  as  indicated  in 
S  7.104-11,  the  Act  applies  to  any  contract 
or  subcontract,  which  exceeds  or  may  ex¬ 
ceed  $10,000  in  amount,  for  the  construc¬ 
tion  or  manufacture  of  any  complete  air¬ 
craft  or  naval  vessel,  or  any  portion 
thereof.  The  Act  imposes  a  profit  limita¬ 
tion  of  10%  with  respect  to  such  vessel 
contracts  and  12%  with  respect  to  such 
aircraft  contracts  and  provides  further 
that  the  method  of  ascertaining  the 
amount  of  excess  profit  (which  is  to  be 
paid  into  the  Treasury)  shall  be  deter¬ 
mined  by  the  Secretary  of  the  Treas¬ 
ury,  in  agreement  with  the  Secretary 
of  the  Navy,  and  made  available  to 
the  public.  The  current  regulations,  im¬ 
plementing  those  provisions  with  respect 
to  naval  vessels  and  naval  aircraft,  are 
set  forth  in  Treasury  Decision  4906 
(xvm  Cum.  Bull.  1939-2,404).  These 
regulations  contain  the  text  of  Section  3 
of  the  Act,  define  the  terms  used  therein, 
explain  the  scope  of  that  Section  and 
certain  exemptions  thereof,  furnish  de¬ 
tailed  rules  for  computing  costs  and 
profits  and  for  determining  liability,  and 
prescribe  the  reports  which  must  be  filed. 

(2)  The  Act  provides  that  the  profit 
limitation  provisions  thereof  do  not  ap¬ 
ply  to  “a  contract  or  subcontract  for 
scientific  equipment  for  communications, 
target  detection,  navigation,  or  fire  con¬ 
trol’’  if  the  Secretary  of  the  Navy  desig¬ 
nates  the  contract  or  subcontract  for  ex¬ 
emption.  Authority  to  grant  or  deny  ex- 

*Note:  Contracting  and  disbursing  officers 
are  advised  that  the  Renegotiation  Act  of 
1951  (50  U.S.C.  App.  1211,  et  seq.)  as  amended 
and  extended,  suspends  the  operation  of  the 
Vinson-Trammeli  profit  limitations  In  any 
case  In  which  a  contract  is  subject  to  the 
Renegotiation  Act.  However,  because  the  Re¬ 
negotiation  Act  is  temporary  legislation  and 
upon  discontinuation  thereof  the  Vinson- 
Trammeli  profit  limitations  would  again 
come  Into  operation,  the  clause  prescribed 
In  S  7.104-11  must  nevertheless  be  Included 
in  the  contract. 


empUoQS  of  contracts  and  subcontracts 
from  such  profit  limitation  provisions, 
pursuant  to  the  above-quoted  language. 

Is  delegated  by  the  Secretary  of  the  Navy 
to  the  Chief,  the  Vice  Chief,  and  the 
Deputy  Chief  of  Naval  Material  (Pro¬ 
curement  and  Production) .  This  delega¬ 
tion  Is  subject  to  the  following  llmlia- 
tlons  set  forth  in  SECNAV  letter  (OGC: 
WW'.ads)  of  3  June  1946. 

(b)  Such  exemptions  shall  be  granted 
for  specific  contracts  or  procurements 
only,  and  not  for  classes  of  equipment  as 
such,  and  shall  be  granted  only  for  con¬ 
tracts  or  procurements  covering  research, 
experimental  or  development  work,  or  an 
initial  production  order.  No  exemption 
shall  be  granted  except  upon  application 
by  the  contractor  concerned,  made  prior 
to  or  at  the  time  of  entering  into  the 
contract,  accompanied  by  a  recommen¬ 
dation  by  the  Chief  of  the  cognizant 
contracting  Bureau,  or  his  representa¬ 
tive,  setting  forth  the  following: 

(1)  A  description  of  the  equipment 
covered  by  the  proposed  contract  and  a 
statement  that  it  is  scientific  eqxiipment 
of  the  kind  specified  in  the  exemption 
provisions  of  the  Act,  stating  which  cate¬ 
gory  the  particular  equipment  falls  im- 
der; 

(2)  A  statement  that  the  proposed 
contract  calls  for  research,  experimental 
or  development  work,  or  for  an  initial 
production  order;  and 

(3)  A  recommendation  by  the  Bureau 
that  the  exemption  be  granted. 

(c)  Each  application  for  exemption 
shall  be  addressed  to  the  Commander  of 
the  cognizant  Systems  Command  by  the 
contractor  or  subcontractor  concerned 
and,  if  recommended  for  approval,  shall 
be  forwarded  by  the  Commander  of  such 
Systems  Command,  or  his  representative, 
to  the  Deputy  Chief  of  Naval  Material 
(Procurement  and  Production)  accom¬ 
panied  by  the  recommendation  as  pre¬ 
scribed  above.  In  the  event  that  an  ap¬ 
plication  for  such  exemption  is  approved, 
the  clause  set  forth  in  §  7.104-11  (c) 
should  be  inserted  in  the  applicable  con¬ 
tract. 

(1)  The  Act  applies  to  any  contract 
for  the  construction  or  manufacture  of 
new  (i.e.,  previously  non-existent)  air¬ 
craft  or  naval  vessels,  or  any  portion 
thereof.  The  statutory  designation  of  the 
particular  appropriation  charged  by  the 
contract  (for  example,  “Aircraft  and  Re¬ 
lated  Procurement’’  or  “Shipbuilding  and 
Conversion’’  would  generally  be  indica¬ 
tive  of  the  fact  that  such  a  contract  was 
for  new  construction  or  manufacture  and 
therefore  subject  to  the  provisions  of  the 
Act.  However,  the  appropriation  test  is 
not  conclusive.  The  charging  of  a  con¬ 
struction  appropriation  would  not  mean 
that  the  Act  applied  if  the  procurement 
was,  in  fact,  not  for  the  construction  or 
manufacture  of  new  aircraft  or  naval 
vessels,  or  portions  thereof;  conversely, 
charging  an  appropriation  other  than  a 
construction  appropriation  could  result 
in  the  Act  being  applicable  if  the  pro¬ 
curement  was,  in  fact,  for  the  construc¬ 
tion  or  manufacture  of  new  aircraft  or 
naval  vessels,  or  portions  thereof. 


(2)  General  statements  of  ttte  appli¬ 
cability  of  the  Act,  refiected  In  court 
decisions.  In  opinions  of  the  Attorney 
General  and  of  the  Comptroller  General, 
and  in  rulings  of  the  Treasury  Depart¬ 
ment,  are  set  forth  in  paragraph  (c)  (2) 

(1)  through  (ill)  of  this  section,  for  in¬ 
formation  purposes  only. 

(1)  Procurement  of  Equipment.  The 
Act  applies  to  contracts  and  subcontracts 
for  the  construction  or  manufacture  of 
items  of  equipment  customarily  fur¬ 
nished  as  portions  of  complete  naval  ves¬ 
sels  or  aircraft  at  the  time  such  vessels 
or  aircraft  are  constructed  or  manufac¬ 
tured.  Hence,  a  contract  or  subcontract 
to  manufacture  shells,  torpedo  heads,  or 
ammimition  for  the  specific  purpose  of 
outfitting  new  naval  vessels  woifid  be 
within  the  Act. 

(il)  Procurement  of  Material.  The  Act 
applies  to  contracts  and  subcontracts  for 
the  construction  or  manufacture  of 
material  to  be  used  in  the  construction 
or  manufacture  of  complete  naval  vessels 
or  aircraft,  or  any  portion  thereof,  even 
though  such  material  requires  further 
fabrication  or  processing  before  it  can 
be  used  in  the  completed  vessels  or  air¬ 
craft,  or  in  any  component  thereof. 
Hence,  a  contract  of  subcontract  for  the 
production  of  steel  plates  to  become  a 
component  part  of  a  complete  naval  ves¬ 
sel  then  being  constructed  would  be 
within  the  scope  of  the  Act. 

(iii)  Procurement  of  Replacements. 
Since  the  Act  applies  only  to  contracts 
for  the  construction  or  manufacture  of 
complete  naval  vessels  or  aircraft,  or  any 
portion  thereof,  it  has  been  held  that  the 
Act  has  no  application  to  contracts  for 
the  furnishing  of  (a)  spare  parts  or  (b) 
replacements  needed  in  making  repairs 
to  existing  vessels. 

(3)  Where,  at  the  time  of  entering 
into  a  contract  for  the  procurement  of 
items  of  equipment  or  material  for  use  in 
or  in  connection  with  naval  vessels  or 
aircraft,  the  contracting  officer  cannot 
determine  that  any  ascertainable  part  or 
portion  thereof  is  to  be  used  in  the  con¬ 
struction  or  manufacture  of  any  new  air¬ 
craft  or  naval  vessel,  or  any  portion 
thereof,  the  clause  set  forth  in  §  7.104- 
11(a)  shall  not  be  included  in  the 
contract. 

(4)  The  Act  requires  that,  with  respect 
to  each  contract  or  subcontract  coming 
within  the  provisions  thereof,  the  con¬ 
tractor  or  subcontractor  concerned  shall 
make  a  report  to  the  Secretary  of  the 
Navy  following  completion  of  such  con¬ 
tract  or  subcontract.  Section  3(e)  of  the 
Act  provides  that  the  original  of  such 
report  shall  be  submitted  to  the  Secretary 
of  the  Navy  within  90  days  after  com¬ 
pletion  of  each  contract  or  subcontract 
to  which  the  Act  applies.  The  required 
reports  must  be  filed  by  contractors  and 
subcontractors  concerned  within  the 
stated  period  with  respect  to  all  contracts 
and  subcontracts  covered  by  the  Act;  ac¬ 
cordingly,  disbursing  officers  shall  with¬ 
hold  final  payment  upon  such  prime  con¬ 
tracts  until  advised  that  the  required 
report  has  been  filed,  and,  in  addition, 
the  voucher  for  final  payment  (to  be 
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transmitted  to  the  General  Accounting 
Office  by  the  disbursing  officer)  should  be 
supported  by  a  showing  that  the  required 
report  has  been  filed.  Concerning  Uiose 
eases  imder  existing  contracts  which 
c<mtaln  a  self -executing  clause  (whl^ 
makes  the  purchase  subject  to  the  profit 
limitation  provisions  of  the  Act  only  if 
Uie  Act  is  in  fact  applicable),  the  re¬ 
quired  reports  must  be  filed  by  contrac¬ 
tors  concerned  within  the  stated  period 
and  prior  to  final  payment  of  the  con¬ 
tract  price  unless  the  contractor  has 
de^ionstrated  to  the  satisfactlcm  of  the 
contracting  officer  (whether  or  not  sup¬ 
ported  by  a  ruling  of  the  Treasury  De¬ 
partment)  that  the  Act  does  not  apply 
to  the  particular  contract. 

§  737.33—202  Pro«*ef»sing  of  Reports. 

(a)  Contractors  and  subcontractors 
performing  contracts  to  which  the  Vin- 
son-Trammell  Act  applies  are  required 
to  file  a  report  with  the  Secretary  of 
the  department  concerned  within  90  days 
after  completion  of  the  c<mtract. 

(b)  The  following  procedures  govern 
the  administration  of  the  above  reports 
within  the  Navy: 


(1)  Upon  receipt  In  the  Secretary’s 
mail  room  these  reports  shall  be  for¬ 
warded  to  the  Procuremoit  Control  and 
Clearance  Division  (MAT  022),  Head¬ 
quarters  Naval  Material  Command. 

(2)  The  Procurement  Centred  aiKl 
Clearance  Division  (MAT  022),  shall 
duplicate  the  reports,  keep  the  original 
In  its  master  file,  and  distribute  copies 
to  the  cognizant  contracting  bureau  and 
to  other  procuring  activities  which  may 
have  contracts  with  the  company  con- 

(3)  Section  737.33-201  (f)  requires  dis- 
bimslng  officers  to  withhold  final  payment 
on  prime  contracts  until  advised  that  the 
required  report  has  been  filed.  Accord¬ 
ingly,  upon  receipt  of  the  duplicate  re¬ 
port.  the  contracting  officer  having 
cogiilzance  of  the  prime  contract  con¬ 
cerned  shall  advise  the  disbursing  officer 
that  this  condition  precedent  to  final 
payments  has  been  fulfilled. 

H.  B.  Robertson.  Jr., 

Rear  Admiral.  JAGC,  UJS.  Navy, 
Acting  Judge  Advocate  General. 

December  24. 1974. 

|FR  Doc.75-13  FUed  l-«-76:8:46  am] 
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